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What It Takes to Beat Wall Street 


By LEONARD P. AYRES, AS TOLD TO REUBEN A. LEWIS, JR. 


Why Speculation In Securities is the Most Laborious Form of 
Acquisitive Enterprise May Be Shown by Studying What Knowl- 
edge an Individual Would Have to Combine to Play the Market 


Intelligently. 


ALL STREET is not unbeat- 

able. It is possible to make 

money in buying and selling 

securities provided this is done 

in an intelligent and expert manner. At 

the same time it ought to be stated that 

the successful operator must have a com- 

bination of abilities that is rarely found 

in a single individual, and it is this that 

explains why the average man essays a 

hopeless task in trying to beat Wall Street. 

Moreover, successful stock speculation is a 

full-time job, and not a spare-time avoca- 
tion. 

While the public seems to have the idea— 

no doubt fostered by the dazzling news- 


paper reports of some individual making a~ 


fortune by a sheer stroke of luck—that it is 
easy if “you hit it right,” I am in hearty 
accord with a learned friend of mine who 
told the American Statistical Association 
that security speculation is “the most labori- 
ous form of acquisitive enterprise.” 


An Ideal Set-Up 


UPPOSE a man decided that he would 

engage in this business as a livelihood 
and were prepared to equip himself so that 
he might do it on an expert and scientific 
basis, just what would his plans embrace? 
According to my ideas, he would have to 
have a small office, with the best means 
of communication with the financial center, 
and a staff of at least five experts to 
assist and direct his operations. 

Now, just what men would he seek and 
what would they do? 

First, he would need an operator, a man 
to attend to the mechanical part of placing, 
buying and selling orders. There are tricks 
of the trade in this field—and, of course, 
we would assume he would know them well. 


For example, there is good reason to be- 
lieve that certain hours during the day and 
certain days of the week are more favorable 
than others for buying or selling. 

Some time ago I made a careful study 
of the average prices of a group of lead- 
ing industrial stocks at hourly intervals. 
A month of vacillating stock price changes 
was covered. The record indicated pretty 
clearly that on nearly all the trading days 
prices were falling during the closing hour. 
Most of the opening hours were periods 
of rising prices. While there were no less 
than seventy-three changes in the direction 
of price movements during this month, the 
diagram showed that the larger movements 
usually reached their turning points at 
hours part way through trading days rather 


Advance information is priceless but 
it must be trustworthy 
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An Ideal Set-Up Would Require Five Experts. 


than at closing or opening hours. This 
skilled operator would learn what is gen- 
erally the most fortuitous moment for buy- 
ing securities—and not trust to blind luck 
as the average man does. 

It should not be such a difficult thing 
to secure the services of this man, as there 
are many skilled operators from whom he 
could be selected. 


A Fundamentalist Needed 


EXT, he would need an economist— 

a fundamentalist. This member of the 
staff would have to have a thorough-going 
knowledge of economic laws, so that he 
might foretell the effect that big movements 
would have on certain classes of securities. 
For instance, a fundamentalist would real- 
ize that declining commodity prices would 
be of more benefit to railroads and public 
utilities than to other enterprises, because 
they get the same price for the services 
they sell, though they pay less for the 
materials they buy. He would have to know 
how to interpret the meaning of gold move- 
ments and forecast how these conditions 
would affect interest rates and through them 
affect security prices. 

He would know how to tell the difference 
between a sustained movement and mere 
upswing. 

The stock market moves like the tides, 
but the perplexing part is to be able to tell 
the difference between a rising or ebbing 
tide, a short wave or a surface ripple. The 
long bull and bear markets are like the tides 
that start from the low point, rise to full 
flood and then ebb again. Even though the 
tide is rising, it comes in irregularly in 
a series of waves that vary in size. The 
waves roll in on the beach and recede, but 
the tide mounts higher and higher. Each 
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The successful operator must have a combination of abilities that is rarely found in a single individual 


wave in turn differs in shape and contour. 
Its surface is covered with ripples. The 
whole bull market is just like the incoming 
tide, the minor movements in the market, 
lasting for only a day or two, are like the 
waves and the hourly price fluctuations are 
like the ripples. 

A man must be able to distinguish be- 
tween a sustained movement and a wave. 
The fundamentalist would not lose sight 
of the fact that, while various influences 
may make the market go up or down for 
a short period, the trend of long-term money 
rates is the most potent single influence in 
determining the direction of sustained move- 
ments of stock prices. 

The stock market moves in an uncertain, 
puzzling manner ‘that bewilders many peo- 
ple. For instance, during the first eight 
months of 1926, the market changed its 
direction eighty times. It turned up forty 
times and it turned down the same number 
of times. The duration of the average 
movement ‘was just two and a half days. 
During the memorable decline which lasted 
seven weeks, the market had rallies during 
eleven trading days. During the rapid ad- 
vance in prices that summer, nearly a third 
of the days was marked by net declines in 
prices. The point of all this is that it is 
extremely hazardous to attempt to forecast 
short-term market movements. Even during 
a rising tide, the average man is likely 
to be crushed by a breaking wave. So 
it can be readily understood why a deep 
underlying knowledge of economics is vital 
to steer ahead through these seemingly cha- 
otic conditions. 


Charting 200 Securities 


HE third expert would be a chartist— 
a statistician, who would keep up day 
by day with perhaps two hundred stocks 
and bonds and chart their price fluctuations 
and the volume of their sales: In order to 
be abreast of the market, it would be nec- 


essary to watch fully this number of securi- 
ties. While it is claimed that stock market 
prices no longer tend to move together— 
but rather by individual groups such as rails, 
motors and steels—I think this observation 
is not entirely upheld by the bare facts. 
There is still a tendency of stock prices 
to move together in great upward and 
downward swings. It is true, however, that 
stock prices tend to move together in fall- 
ing markets much more than they do in 
rising ones. The good issues suffer along 
with the weak ones in a declining market. 
So the chartist would keep tab on the cer- 
tain stocks which tend to move up and down 
together. Only by keeping up with their 
fluctuations, so that the situation could be 
taken in at a glance, would it be possib!e 
for a man to act with the knowledge and 
perspicuity essential to successful specula- 
tion. 


Discovering Pool Action 


HERE is still another reason that would 

make the chartist an indispensable mem- 
ber of the staff—he is able to discover pool 
action. The most important immediate fac- 
tor in the stock market is the pool. As 
to how many there are, no one is in 2 
position to state. As to who runs them or 
what methods they employ in the manipula- 
tion of their stocks, no general statements 
can be made. But no one, who has made 
a study of the speculative markets, will 
question the tremendous influence that pools 
exert in running the quotations of stocks 
up and down. The pools operate behind the 
cloak of secrecy. Success, to a very great 
extent, depends upon exerting this tremen- 
dous force of buying or selling at an un- 
expected time, or, in such a way, as to hide 
the outward indications of pool operation. 
However, the way that the market responds 
to pool action is reflected by the graphic 
picture on price and volume charts, and 
so this information, showing the lifts and 


other stages, would be vital to one who 
desired to engage in such a_ speculative 
enterprise. 


Getting Straight Tips 


AY informationist would be required—a 
man with that rare ability to get tips 
as to what is going to happen. Not only 
would it be necessary for the information- 
ist to get tips, but to follow them through 
to see if they were based on fact or fancy. 
Advance information is priceless—but it 
must be trustworthy. I think it can truth- 
fully be said that fortunes have been made 
on straight tips—but vastly more has been 
lost from alleged straight tips. 

The insiders in Wall Street have remark- 
able sources of information that are care- 
fully. built up and cultivated. And news 
spreads like wildfire. So if a tip has reached 
any considerable number of operators, the 
chances are that it has been fully discounted 
by the insiders by the time it reaches the 
average man, who prides himself in being 
close to his source of information. The 
truth of this is found in the Wall Street 
adage, “Sell on good news.” 

While it is not possible to generalize as 
to how long an inside tip is worth any- 
thing, I should say that it usually takes 
about two days for information of an im- 
portant nature, such as a change in the pro- 
duction schedules of a big automobile manu- 
facturer, to become pretty. generally known 
on the stock exchange. During the war, 
when the government placed contracts run- 
ning into the millions of dollars with big 
industrial companies whose stocks were 
quoted on the Big Board, these awards 
would usually be reflected by the move- 
ment of these securities within four hours 
after they were made—despite the great 
effort that was made to keep the awards 
a military secret. Where advance informa- 
tion can be translated into thousands of dol- 
lars, leaks are almost inevitable—so that, 
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no matter how meticulously those in pos- 
session of this valuable intelligence en- 
deavor to keep it within a small circle, the 
truth is that it does filter out. The impor- 
tant thing to know is, first, whether the 
tip is true; next, whether it has the volt- 
age to cause a stock to go up or down; 
and finally, whether or not it has been dis- 
counted by the insiders. 


Finding Hidden Earnings 


HE fifth member of this staff of the 

ideal operating set-up would be an ana- 
lyst—an expert in analyzing financial state- 
ments and balance sheets to discover hid- 
den earnings or to foresee favorable or 
adverse trends in the affairs of the com- 
panies whose stocks are offered for sale 
in the open market. To many people, a 
balance sheet is a jumble of figures that 
does not mean anything. To the expert, 
it is a report of financial well-being or ill- 
ness. For instance, last year one of the 
large chain stores was hiding its profits b 
using its earnings to pay for the expense 
of opening up new branch stores. All of 
the stores in the tremendous chain were 
making money, but, inasmuch as these earn- 
ings were being utilized for extensions, such 
a development was not apparent to any of 
the outsiders, except perhaps to a few who 
could tell this from the financial statement. 
However, one of the few, having this abil- 
ity, detected this practice and made a small 
fortune by buying stock in this chain-store 
enterprise and profiting from the apprecia- 
tion in the shares that followed when 
the general investing public learned what 
remarkable profits it had been piling up. 

The trained analyst scrutinizes financial 
statements to find 
these hidden profits 
—where_ valuable 
patents are carried 
at absurdly small 
figures, where good- 
will, worth millions 
of dollars, is valued 
at a nominal sum, 
where parcels of 
real estate which 
have enjoyed great 
rises in value are 
carried at the pur- 
chase price, where 
valuable properties 
have been depreci- 
ated to virtually 
nothing, and where 
large reserves have 
been accumulated 
without being gen- 
erally known. An 
impressive list of 
items might be add- 
ed to those I have 
mentioned, but 
doubtless they will 
suffice to indicate 
why an analyst 
would be a necessary 
member of this 
group. 

The point I wish 
to make is that, un- 
less an individual has 
all of these qualities 
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and abilities within himself, he is not equipped 
to engage as a continuing enterprise in the 
field of security speculation. By indicating 
the demands that are made on one who 
plans to operate in the market, I think I 
have hinted why it is that the average man 
has little hope of making money through 
speculation in such a highly technical and 
precarious business. 

I do not say that no one, who does not 
have all of these abilities, can beat Wall 
Street at times. I know of some cases 
where an individual who has nothing more 
than a bit of advance information of a 
forthcoming increasing in the dividend rate 
on shares, or the intention to enlarge or 
curtail production schedules in an automo- 
bile plant, has capitalized this knowledge. 
But these are more or less isolated cases, and 
I am describing a continuing situation, where 
one is in the market almost all the time. 


An Exceptional Case 


ND, in all fairness, I think it should 
be stated that a person who is endowed 
with special ability along any one of the 
five lines might possibly come out ahead. 
But the odds are heavily against him un- 
less he is particularly intelligent. 

About two years ago a well-known maga- 
zine writer, who happened to be a friend 
of long-standing acquaintance, came into my 
office. He informed me that he had been 
commissioned to write an article on “The 
Big Bull Market,” and asked me to steer 
him along the right lines. I questioned him 
to find how much he knew about buying 
stocks and bonds, and, somewhat to my sur- 
prise, he told me he had never bought a 
security in his life. With a candor that 
friendship permitted, I expressed the belief 


The average man essays a hopeless task in trying to beat Wall Street 


that he would never be able to write the 
story satisfactorily until he had personally 
felt the thrill of seeing a stock he owned 
go up a few points or had suffered the 
sinking sensation that is produced by a 
dropping quotation. 

After talking a while longer, I gave him 
a list of ten stocks that I knew were worth 
more than they were selling for, and sug- 
gested that he go out and buy them, hold 
them a few days so that he might experi- 
ence the thrills and chills of making and 
losing a few hundred dollars, and then write 
the story the magazine desired. He natu- 
rally demurred at first, for he feared that 
he might lose more than he would be paid 
for his article. However, he mustered up 
his courage, placed his order with a first- 
class broker, and then watched the board 
in the broker’s office. 

Three or four days had elapsed since he 
made his first venture when he burst into 
my office. He had an expansive smile on 
his face which radiated his delight in hav- 
ing made a new discovery. “How long has 
this been going on?” he inquired, after the 
fashion of the Scotchman who had bet $1 
on a long shot at the horse race and cashed 
in on a 100 to-1l-shot. He related that he 
had followed the suggestion made and had 
increased his fortune by several hundred 
dollars. “Why haven’t I known about this 
before?” he chuckled. It was not a sur- 
prise to me, of course, because I had fol- 
lowed the course of the stocks during the 
same period and knew that he had fared 
well if he had bought the securities desig- 
nated on the list. The expression on his 
face mirrored the inward thought: “What 
an absurdly easy way to make money!” 
This experience kindled his interest in the 
possibilities of mak- 
ing money through 
trading in securities, 
and, with character- 
istic vigor and in- 
terest, he dug into 
the subject. He had 
a newspaper man’s 
nose for news and 
a positive genius for 
getting tips. Unlike 
most people who re- 
ceive tips, he did not 
take them at their 
face value, but he 
followed them up, to 
ascertain if they 
were true and de- 
pendable. A few 
months later I read 
an article which he 
had written for a 
popular magazine on 
how he had made 
a small fortune in 
stocks—and I under- 
stand what he related 
was an actual fact. 

He was what 
might be called an 
informationist — for, 
by virtue of his wide 
acquaintance as a 
popular writer, and 
his winning person- 
ality, he was able to 
(Cont'd on p. 123) 
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THE DAY OF SMALL THINGS IN 
BANKS—AND IN BUSINESS 


wherein men and 
women work in obscurity do- 
ing what they regard to be 
mere humdrum duties, 
and seeing nothing bet- 
ter ahead of them, may 
in after years 
be revealed as 
an important 
period of life. 

There are 
many men in 
high places of 
banking whose 
rise to success and prominence 
was in no small part due to the 
circumstances that Adversity, 
and not Good Fortune, at- 
tended them in youth. 


IN fancy you may see them 
as boys herding cattle along 
a Far Western trail; yoking 
oxen to make a slow journey 
between farm and village; fol- 
lowing the plow barefooted, 
feeling a sense of achievement 
in watching the furrow turn; 
serving as a night watchman; 
hauling lumber; teaching a 
district school. 

While some men at great 
expense of time and money 
have spent years in the univer- 


sities learning how to reason 

and to arrive at judgments, 

other men, in these same years, 

have worked at lowly callings, 

and, judged by subsequent 

attainments, developed about 
the same abilities. 

Lincoln gathered 

, mental and moral 

yy strength in the days 

aie of his obscur- 

ity when per- 

aps a jury of 

the most saga- 

cious of his fel- 

low citizens 

might have 

declared upon 

their solemn oaths that he was 
wasting his time. 


HE insects and the birds 

of the air each extract 
their food from _ different 
flowers and plants and trees; 
similarly in the great Plan of 
Life, men may draw suste- 
nance from seemingly barren 
environments. 

Weaving the fabric of life 
is a mysterious, intricate pro- 
cess of devious ways. Nor- 
mally each of us has a seventy- 
year task, and it is not given 
to us to see the whole design 
at one time. We must work— 


and take the whole pattern on 
faith. 


Do the yob before you cheerfully and well, “for who knoweth what ts 
good for a man in this life?” 


By James E. Criark 
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Coming Changes in the Handling 
of Checking Accounts 


Cashier, The Philadelphia-Girard National Bank 


By O. HOWARD WOLFE 


The Next Five Years Will See Some Remarkable Changes in 
This Operation as Expenses Mount While Income Remains 
Stationary. Great Saving Could be Made by Adopting French 
System of Having Maker’s Name Printed Under Signature Line. 


ITHIN the next five years, I 

venture the prediction that we 

shall see’ some remarkable 

changes in the matter of han- 
dling checking accounts. 

The use of checks in this country since 
the retirement of the old State Bank circu- 
lation has grown to such vast proportions 
that the bank check is the general medium 
for the settlement of personal and. business 
transactions. It has been estimated that 
fully 95 per cent of the country’s business 
is now being settled with the bank check, 
and naturally this has been reflected in the 
growing number of individuals who have 
checking accounts. A_ single corporation 
draws 400,000 dividend checks every quarter. 
The Federal Reserve banks . and their 
branches reported that they had collected 
a total of more than 1,044,000,000 checks 
last year. This figure, while staggeringly 
large, covers only a fraction of the total 
checks cleared, because it represents chiefly 
the collection of out-of-town checks. It 
does not include the much greater volume 
of checks that are deposited in the banks 
or handled through the local clearing houses. 

When one considers that it costs more 
than three cents to handle the average check, 
it requires only a little figuring to show that 
the annual expense to all banks mounts high 
into the millions of dollars. An estimate 
has been made that the cost runs as high 
as $200,000,000 a year. 


A Growing Expense 


ANKS are now faced with the necessity 

of meeting this growing overhead ex- 
pense incidental to the use and collection 
of checks, and within the next five years 
they must adopt measures to reduce cost and 
loss to a minimum. What these measures 
may be is indicated in a way by what has 
already been done, and the rest may be con- 
jectured on somewhat debatable grounds as 
to what may be done. 

Most bankers accept the general flood of 
checks as a necessary evil, yet often with- 
out analyzing the nature of the expense in- 
volved and without considering to what 
extent they can be reduced or eliminated. 

These expenses group themselves under 
four general classifications: (1) Accounting. 
(2) Overhead ard collection. (3) Imper- 
fect or inadequate court decisions affecting 
legal status based on obsolete practice, and 
(4) Fraudulent use. 


A Vast Expense 


Tee pay-by-check habit 

of the American people 
causes billions of checks to 
be drawn annually. The 
number is growing year by 
year and the banks’ ex- 
penses in handling them are 
steadily mounting. What 
can the banks do about it? 
In this article Mr. Wolfe, 
author of the Gold Settle- 
ment Fund of the Federal 
Reserve System and a 
banker responsible for a 
number of reforms and im- 
provements in check collec- 
tions, predicts some remark- 
able changes and points the 
way to a reduction in costs. 


There are, of course, many other items 
of cost not included in the above list with 
which every banker is familiar. Those men- 
tioned, however, suggest the lines along 
which corrective action should be taken, and 
once present difficulties are removed, the 
minor items of annoyance and expense will 
eliminate themselves. 


Mechanic Invented Adding 
Machine 


T is a curious fact that science and in- 

dustry have received some of their most 
valuable suggestions from those not actu- 
ally engaged in the particular art which has 
been helped by invention. An eminent sur- 
geon once told me that the delicate instru- 
ment which makes skull trephining a safe 
operation was invented not by a surgeon 
but by a carpenter. Similarly, we are in- 
debted to a mechanic and not to a banker 
for the adding machine, without which mod- 


77 


ern banking practice with respect to checks 
would be utterly and entirely impossible. 

Accounting expense has been reduced to 
practicable proportions by the adding ma- 
chine; the “block” proof system; the credit- 
ing upon receipt in total of checks deposited 
rather than item by item upon final payment ; 
the universal numerical system, and the no 
protest symbol system. 

Notwithstanding these developments, the 
use of the bank check is still responsible 
for possibly 75 per cent of all bank account- 
ing work, and a further reduction, if. such 
reduction is possible, in accounting expenses 
is certainly desirable. 

Two methods of reducing this expense at 
once suggest themselves. The first is the 
standardization as to size and essential fea- 
tures of all checks and drafts. Although 
the Clearing House Section of the American 
Bankers Association, at the time the writer 
was secretary of that Section, began this 
work in 1913, it was not until last year that 
interest in the movement was revived, this 
time principally through the cooperation of 
the United States Department of Commerce. 
Admirable work has been done by the com- 
mittee, which was comprised of members 
representing printers, lithographers, bankers, 
railroad accountants and others having a 
direct and vital interest in the use of checks. 
Standard sizes have been decided upon, and 
every bank in the United States has re- 
ceived the descriptive pamphlet issued by 
the Department of Commerce and printed 
in the Government Printing Office. 

It now remains for bankers to break down 
the narrow-minded prejudice, which is un- 
fortunately too prevalent among our pro- 
fession, against making any change, espe- 
cially a change that in some cases would 
apparently conflict with artistic or selfish 
ideas of certain customers, who seem to in- 
sist upon the use of odd styles of checks 
regardless of the interests of anyone else. 
With the cooperation of various groups rep- 
resented, it is hoped that within the next 
five years checks will be more uniform, not 
only as to their size, but also as to the posi- 
tion of such essential features as amount, 
place payable, etc. 


Another Desirable Change 


Fd sean a great saving in time can 

be accomplished by the use of standard- 

ized forms of checks, it occurs to the writer 
(Continued on page 124) 
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The Risks of Figurehead Directors 


By THOMAS B. PATON, JR. 


In the Geneva National Bank Case, Verdicts Ranging from 
$690,000 Upward Awarded to Stockholders Suing Individual 
Directors Because of Perfunctory Performance of Duties. How 
Carefully Should a Director Examine Loans Made by His Bank? 


HE fact that a figurehead director 

of a bank may lose his entire per- 

sonal fortune by the perfunctory 

performance of his duties was em- 
phasized recently when a jury in the Su- 
preme Court in Niagara County, New York, 
awarded the stockholders verdicts against 
the individual directors, ranging from $690,- 
000 to $863,000. 

These heavy damages were fixed in an ac- 
tion known as the Geneva National Bank 
case. Aside from the staggering size of the 
verdict, the case had other unusual features 
The suit was brought by the stockholders 
against the directors, as is ordinarily the case 
where directors have been sued for negli- 
gence and approving excessive loans. The 
bank, in which the stockholders owned shares, 
had failed, but the depositors had not lost 
any money because arrangements were made 
whereby a new bank assumed all of the ob- 
ligations of the old bank to the depositors. 

The news that these verdicts had been 
handed down was published briefly in papers 
throughout the country but, probably owing 
to the fact that the decision was rendered 
by a jury without opinion, there was only 
scant discussion of the details of the case. 
Inasmuch as the decision deals with the un- 
derlying principles upon which bank direc- 
tors must be well grounded if they are to 
fulfill properly their duties, the Geneva 
National Bank case is educational because 
it may point the way to some of the 200,000 
directors in American banks who from time 
to time approve bank loans. 


A Lesson for Directors 


DIRECTOR’S knowledge of his gen- 
eral duties and liabilities may mean 

little to him in an academic sense—but when 
interpreted in practical terms as in the 
Geneva case, where “honest, prudent and 
successful business men” face verdicts as 
high as $893,000, his sense of responsibility 
is at least awakened by the knowledge that 
his personal fortune is in peril if he fails in 
his own diligence. 

In the Geneva action the stockholders 
charged the directors with: 

Negligence in the performance of their 
duties. 

Suffering and permitting the property of 
the bank to be wasted and squandered. 

Permitting the accounts of the bank to be 
inaccurately kept, with incomplete entries 
being made. 

Permitting insolvent persons to overdraw 
their accounts. 

Negligently loaning moneys of the bank 
to irresponsible persons without adequate se- 
curity. 


Responsibility 


OW fully should a 

bank director iuform 
himself as to the soundness 
of loans that his bank 
makes? To what extent 
must he make an independ- 
ent check on what the bank 
is doing? Here is a prac- 
tical expression as given by 
a Supreme Court jury in a 
recent case in which the 
stockholders won heavy 
verdicts against the direc- 
tors. This article will be of 
interest to every bank direc- 
tor who is at all uncertain 
as to just what his liabili- 
ties and responsibilities are. 


Loaning excessive and illegal amounts to 
irresponsible persons. 

Not making accurate and truthful reports 
of the affairs of the bank. 

Permitting excessive loans to irresponsible 
persons to be concealed, and permitting such 
concealment to be carried into the records 
of the bank. 

Neglecting to make complete and accurate 
examinations of the bank at least twice a 
year. 

Failing and neglecting to give the bank’s 
business proper care and attention and fail- 
ing to administer its affairs in a careful and 
prudent manner. 

The directors filed answers setting forth 
general denials of the charges and demanded 
a jury trial. This move was contested by 
the stockholders, but a Supreme Court Jus- 
tice issued an order framing the issues of 
negligence and excessive loans for trial by 
jury. 


Notes Charged Off As Losses 


PON trial of the action, Justice James 
P. Hill presiding, the stockholders as 
plaintiffs, put in evidence a large number 
of notes, aggregating $1,200,000, which had 
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been given to the bank by its customers, 
and proved that the amount of these notes 
had been charged off the books of the bank 
as losses. 

They also put in evidence the books con- 
taining the minutes of the meetings of the 
board of directors, the by-laws of the bank, 
the customary statements of condition ren- 
dered by the bank to the Comptroller of the 
Currency, and the reports of the examina- 
tions of the bank made twice a year by the 
federal bank examiners, and all the books of 
account of the bank. The period covered by 
this documentary evidence began in January, 
1917, and ended in October, 1923, when the 
bank closed its doors and its business was 
taken over by the new bank which was 
called The National Bank of Geneva. 

The reports of the bank examiners from 
January 1917, to September, 1921, showed 
no unusual condition of affairs and con- 
tained no more than the ordinary criticism 
found in the reports of examinations of al- 
most any bank in the country. In Septem- 
ber, 1921, however, it appeared from the 
examiners’ report that there were four or 
five excessive loans, and a large amount of 
loans were listed as slow and doubtful 
paper. The loans to practically all of the 
directors and concerns in which they were 
interested were criticized as being too large, 
and this condition continued to be commented 
on unfavorably up to October, 1923, when 
the bank failed. 

It was also shown by the stockholders 
that the directors did not make examinations 
of the affairs of the bank twice in each 
year, as the by-laws required. The by-laws 
also provided that such examination consist 
of an examination of the paper and the 
credit of borrowers and soundness of the 
loans. It was proved that the directors em- 
ployed expert accountants to make the ex- 
aminations, but that the accountants simply 
prepared a balance sheet, and did not ex- 
amine the notes or look into the credit of 
the borrowers to prove that the loans were 
sound. 

It was also proved that on two occasions 
the directors declared dividends, although 
the bank failed to make money, and paid 
them out of their own pockets. It was 
shown, however, that this was done with 
the approval and consent of the bank ex- 
aminers. 


Heavy Losses Sustained 


N December, 1921, the banking depart- 
ment ordered the directors to charge off 
about $80,000 worth of paper. This charge- 
off impaired the capital of the bank. By 
agreement with the Comptroller’s office, the 


— 
4s 
rh) 
| | 
tA) 
4 A 
| 
\ \ 
| : 
> \ 
: 


August, 1927 


directors were permitted to purchase these 
doubtful assets from the bank for $44,000, 
which was found to be sufficient to cover 
the impairment of capital. 

Evidence also showed that in 1920 the 
capital stock of the bank was increased 
from $150,000 to $300,000 and that the di- 
rectors of the bank, with one exception, did 
not purchase any of the new stock. It also 
appeared that at the time of the increase 
of the capital stock practically all of the 
directors had borrowed from the bank an 
amount substantially equal to the amount 
which the bank could legally loan to any 
one person, and that within a few months 
after the capital stock was increased, the 
directors’ lines of credit were increased 
practically up to the amount which the bank 
could legally loan to any one person, this 
amount of course being doubled by the in- 
crease of capital. Of the eight directors 
who were sued, the bank lost the amounts 
which it had loaned to three. The loans of 
the remaining directors, which had not been 
paid at the time of the failure, were taken 
over by the new bank, and the amount lost 
by the bank on account of the loans to these 
three directors aggregated about $125,000. 

Some of the directors, it was brought out, 
became interested in cutlery plants, pulp mills 
and other mercantile corporations that were 
promoted during the war. The bank’s op- 
erations were staged during this inflationary 
period, when business men launched ventures 
in the time of rising prices, hoping to make 
a fortune. The little town of Geneva was 
no exception to the widespread movement. 
But failure—instead of success—rewarded 
their efforts and the bank lost large sums 
of money on account of the loans to these 
corporations. 


How Loans Were Approved 


| patter! the most damaging evidence 
presented showed that the directors had 
approved large lines of credit in a highly 
perfunctory manner and without making 
reasonable inquiry as to their soundness. 
This was the most vulnerable spot in the 
conduct of the directors, attacked by the 
stockholders. 

The bank appointed in each year, from 
1917 on, a discount committee, which con- 
sisted of the president, the cashier and one 
of the directors, and during those years 
the personnel of the discount committee did 
not change. It was customary in the bank 
for the discount committee to report to the 
board of directors at each monthly meeting 
in substantially the following form: 

“During the period since the last meeting 
of the board, loans, discounts and renewals, 
numbers to aggregating $——— 
have been made.” 

In each case, this report was approved and 
filed by the directors. 

A list was prepared by clerks in the bank 
containing the names of each borrower from 
the bank in amounts of $5000 or more, the 
changes in the lines of such borrowers since 
the last meeting, if any, and at each monthly 
meeting this list was read to the directors 
by the president. In their defense the di- 
rectors claimed that the president neglected 
to read the names of some of the borrowers 
intentionally, so as to cover up large loans 
which he had made to concerns in which he 
was interested. 


As each note, or renewal thereof, upon 
which a loss was sustained by the bank was 
placed in evidence, the stockholders referred 
to the report of the discount committee which 
included that particular note, and proved 
what directors were present at the meeting 
of the board at which that particular report 
of the discount committee was approved. 

It was also shown that by the end of 1922 
assets of the bank had been charged off by 
direction of the Comptroller of the Currency 
to such an extent that the earnings, undi- 
vided profits and surplus of $300,000 were 
exhausted and the capital stock of the bank 
impaired to the amount of $58,000. 

It was also brought out, that the presi- 
dent, who had a distinct flair for promotion, 
by manipulating the books of the bank, and 
in various other ways stole a large amount 
of money from the bank and its customers. 
He subsequently served a term in the Fed- 
eral prison at Atlanta. 

The directors showed the knowledge each 
had of the financial responsibility of the 
various borrowers upon whose loans losses 
were sustained by the bank. They also dis- 
closed the peculations of the president, the 
inquiry made by the various defendants into 
the financial responsibility of the various 
borrowers and the manner in which each 
discharged his duties as director. Unfor- 
tunately for the directors, the fact was that 
this bank had always been dominated by its 
president, that the affairs of the bank were 
left to the president and cashier, and that 
the directors reposed confidence in them and 
did not question their judgment in loaning 
moneys. 


The Judge’s Charge 


Afer excerpts of the judge’s charge to 
the jury follow: 

“Directors of financial institutions are re- 
quired to use the same degree of care and 
prudence that men prompted by self interest 
generally exercise in their own affairs. They 
should know of and give direction to the 
general affairs of the institution’ and its 
business policy, and have a general knowl- 
edge of the manner in which the business 
is conducted, the character of the invest- 
ments and the employment of the resources. 
No custom or practice can make a director- 
ship a mere position of honor, and one void 
of responsibility which causes a name to 
become a substitute for care and attention. 

“The personnel of a board of directors 
may give confidence and attract customers; 
it must also afford protection. What a di- 
rector must do in exercising reasonable care 
in the performance of his duty is always de- 
pendent upon the facts. Care is a relative 
term. Directors are not liable for mere er- 
rors of judgment when they act without 
corrupt intent and in good faith, and are 
fairly competent to discharge the duties of 
the position, unless the acts are unlawful. 
A director is only liable for his own acts 
or omissions and is not liable for the acts 
of or omissions of another unless he par- 
ticipated therein to the injury of the cor- 
poration or had some knowledge by which 
in the exercise of reasonable care he could 
have prevented the loss, or unless he con- 
nived at the acts or omission or failed to 
perform the duty of exercising the au- 
thority he possessed to prevent losses which 
he should in the exercise of reasonable care 
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or skill have foreseen and guarded against. 

“Very briefly that is the definition of the 
duties of a director. 

“Now, there is a charge of negligence 
made by the plaintiffs against this board in 
that they did not properly investigate the 
reports of the discount committee, and that 
the members of the discount committee 
themselves did not properly investigate the 
loans made. All of these losses resulted 
upon loans upon notes. The scheme was 
this: Once a month, the discount commit- 
tee said ‘We have made loans and renewals 
on notes numbered from 1000 to 2300, we 
will say, and the amount of money involved 
in these loans and renewals is one million 
dollars.’ That is the whole report. Was it 
enough? Under the definition of the duty 
of a director, was he required to know more 
about that item? In addition, this board of 
directors had read to them a list of ac- 
counts of $5,000 or more. A suggestion has 
been made that these were not correctly 
read; that the account of this Maine Pulp 
& Paper Company was not read until it 
was $40,000 or $50,000. The evidence is 
that this list was prepared correctly, but 
the directors say that they do not remember 
hearing it read. 

“Now, did they do their full duty under 
the rule which I have given to you, in just 
sitting there and listening, or were they 
required to investigate, more than just to 
listen? I will say to you, as a matter of 
law, that a board of directors when they 
have selected officials, cannot leave every- 
thing to them. They must do more than 
select officials. Otherwise they would simply 
be a nominating committee. They are re- 
quired to select honest officials, and they are 
required further to use the same degree of 
care and prudence that men prompted by 
self interest generally exercise in their own 
affairs. They are required to give direc- 
tion to the general affairs of the bank and 
its business policy and have a general knowl- 
edge of the manner in which the business 
is conducted, the character of the invest- 
ments and the employment of the resources.” 


The Lines of Credit Cited 


HE court then read lines of credit upon 

which the losses were claimed. In each 
case the judge instructed the jury to pass 
upon the question of negligence and to deter- 
mine whether in certain cases the loans were 
excessive. The following quotation is rep- 
resentative of the general character of the 
major part of the charge which covered the 
various lines of credit: 

“Penn Yan Cider Company, the loss was 
$12,513. The first loan was $4,600 in Oc- 
tober, 1917. It was signed by the Penn 
Yan Cider Company, and purported to have 
collateral, but it had no collateral. That 
is, upon the face of the note there was 
collateral of fifty shares of the preferred 
stock of the Penn Yan Cider Company, but 
stock of a corporation is not collateral for 
the debt of that corporation, because the 
debt comes ahead of the stock. Thereafter 
the line was increased from $4,600 to $12,513 
by notes upon which there was held as col- 
lateral security, warehouse receipts. A 
warehouse was conducted by the same peo- 
ple that conducted the cider company, and 
the warehouse receipts were bogus; that is, 

(Continued on page 121) 
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We told our competitor that if he could identify his corn he could have it under the law 


The Diary of a Country Banker 


The Highlights of the Day’s Banking Transactions as Set Down 
by the Level-headed President of a Western Bank, with a Few 
Sage Observations Here and There as to Practice and Morals. 
The Record Shows Why There Is Seldom a Dull Day in Banking. 


MARCH 24 
ODAY the Barbary boys came in 
to renew their note and the vice- 
president, being in doubt, referred 
them to me. The information laid 
on my desk showed they owed two notes 
of $10,000 each. One note was secured by 
the endorsement of their father who had 
turned the business over to his two sons. 
The other was unsecured. The point that 
caused the cashier to question a renewal 
was the financial statement that showed the 
business had Jost $2,000 during the year— 
not a large sum, of course, but enough to 
indicate a weakness. While the business is 
owned by the boys they owe their father 
for the entire purchase price. The ques- 
tion is: Shall we require the father to 
endorse the unsecured note? I think we 
will. 
MARCH 25 
A grapevine rumor came in to the bank 
today that Charlie Jones is itching for the 
nomination for mayor. Charlie runs a small 
business carrying a stock probably of $3,000. 
He owes us $1,500. I told the cashier to 
approach him diplomatically with the sug- 
gestion that it would be inimical to his 
business to become a candidate for mayor 
or serve as mayor if elected. A _ business 


man dabbling in local politics is usually a 
poor bank risk. 
MARCH 26 
The vice-president had a talk today with 
the father of the Barbary boys and learned 
that he does not look with favor upon the 
idea of endorsing the note of his sons which 
is now a few days past due. This con- 
vinces us that we were right in thinking we 
should have this note secured. When a 
father does not wish to endorse for his sons, 
who have purchased his business, it is time 
for us to be uneasy about it and insist upon 
this note being either paid or secured. The 
vice-president called my attention to the fact 
that this is a parallel case with that of Jim 
Boltenhous on whom we lost considerable 
money because we failed to get security 
back of the loan when he began slipping. 


MARCH 28 

E had another conference today on the 
troubles of Johnson & Co. They 

have been slipping since the war, but owing 
to the fact that the family has considerable 
wealth we have paid little attention to their 
troubles. Recent discoveries, however, have 
led to us to believe that the family wealth 
has no connection whatever with Johnson & 
Co., notwithstanding the fact that Johnson 
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& Co. are a part of the family wealth. We 
discovered we had no security for the loan 
we had made this corporation, but that we 
had for safe-keeping for them stocks and 
bonds to the amount of our loan. I sug- 
gested to the cashier that he list the stocks 
and bonds we had for safe-keeping and in- 
form the manager of Johnson & Co. that it 
would be necessary for him to assign it to 
us as collateral back of their notes on ac- 
count of the criticism of the bank examiner. 
I suggested that he explain to the manager 
that each time the examiner went over our 
notes he made inquiry concerning the John- 
son & Co. note, raising a question before the 
Board of Directors, which was wholly un- 
necessary in view of the fact that we had 
ample security here in the bank, though not 
assigned to us, to cover. The thought pre- 
sented was that it would be less embarrass- 
ing to Johnson & Co. to have these stocks 
and bonds assigned to us than to have the 
examiner always raising a question about 
their notes, their obligation to the bank be- 
ing the legal limit. 
MARCH 29 
The father of the Barbary boys came in 
today and wanted to know quite gruffly if 
we were afraid of his sons which accounted 
for our wanting his signature on their note. 
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We told him we were not afraid, but we 
were cautious; that we had loaned real 
money to his sons and that we wanted a 
real note to secure it. 

“What objection have you to signing your 
sons’ note?” I inquired. 

“None, except the principle of the thing.” 

“Well, the principle of the thing,” I re- 
plied, “was the reason for our requiring se- 
curity. The bank has loaned other people’s 
money to your sons and jf your sons are 
not making any money with it, but on the 
contrary are showing a loss, as they did 
during the last year, it is certainly sufficient 
warning to us to have our note secured. If 
you are afraid to endorse the note of your 
sons it is certainly not a good note for this 
bank to carry.” 

With as much diplomacy and logic as we 
possessed we presented the case to Mr. Bar- 
bary and finally secured his promise to con- 
sider the matter at once. 

APRIL 1 


The manager of Johnson & Co. was in 
today and the cashier laid before him the 
suggestion that he assign the stocks and 
bonds we have in safe-keeping here as col- 
lateral back of the loans we have made his 
company. He readily consented to the as- 
signment which amply secures our loan. We 
are, therefore, sitting quite comfortably to- 
day with one more trouble behind us. When 
the day of reckoning comes we will be there 
in the clear. Others, less alert, may hold 
the sack. 

APRIL 2 


OHN LAMBERTSON was in this morn- 
ing to get a little more money for his 
farm operations this season. He is a tenant 
farmer and owes us now about all that he 
is worth, but we have no security for it, so 
I suggested to the cashier that he lend Mr. 
Lambertson the additional $200 that he re- 
quires, conditioned upon his consolidating his 
past obligations with this $200 and giving 
security for it on his stock consisting of a 
carload of hogs, which will soon be ready 
for market. This he readily agreed to. The 
small additional loan made the entire line 

safe. 
APRIL 4 


HUMOROUS situation developed to- 
day upon the death of one of our cus- 
tomers who owed us $13,000. Our note was 
secured by chattel mortgage on feeder cattle 
and hogs. When the owner died, it trans- 
pired that a neighboring bank in a village 
some fifteen miles away had a chattel on 
some 8000 or 10,000 bushels of corn of our 
customer. We did not know about this. 
Inasmuch as our security was ample, we 
had not concerned ourselves about the corn 
crop, although we understood it to be clear. 
Our competitor came rushing up to us when 
he made the discovery of the shocking fact 
that our cattle had eaten up all of his corn, 
demanding that we pay for the corn. He 
contended, of course, that his claim would 
lg first lien on the cattle for their feed 

ill. 

Well, that sounded rather logical, but ex- 
perience had taught us that in a chattel 
mortgage you had to always identify your 
Property, so we told our competitor, humor- 
ously of course, that if he could identify 
his corn he could have it under the law. 
Of course we were able to save our com- 
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petitor considerable money, helping him to 
secure payment on his note by applying the 
surplus security we had for that purpose. 
Our competitor no doubt can profit greatly 
by the experience he had in this case by 
remembering that the thing that a chattel 
mortgage rests upon is a good deal like 
the sands of the sea: they shift about a 
good bit, and it is something that must con- 
stantly be watched. This is a case that 
proves the necessity of credit bureaus that 
will enable banks to locate duplicate bor- 
rowers. 

APRIL 5 


Mr. Lambertson came in today rather 
hurt because we filed the mortgage on his 
carload of hogs. Our competitor over in 
the Prairie View Bank had sarcastically 
kidded Mr. Lambertson for doing business 
with a bank that had to take a chattel mort- 
gage for every dollar that he borrowed. 
This made Mr. Lambertson feel that he had 
been belittled. When he called in today to 
protest to the cashier about it the latter told 
him that there was nothing disgraceful about 
this borrowing money from us and securing 
the loan. We reminded him that this bank, 
whenever it borrowed money, invariably put 
up collateral to secure a loan, or when any 
individual in the bank borrowed money from 
some city they always put up collateral. That 
was customary. Anyone doing a sound bank- 
ing business always took collateral so that 
their loans were absolutely safe. Other- 
wise the peoples’ money on deposit in the 
banks would be in danger of being lost. He 
was satisfied and will be a pleasant, safe 
customer after this. The Prairie View Bank 
makes a serious mistake in discouraging 
sound banking practices. I will speak to 
the president about it. We always work to- 
gether for the good of all. The young men 
often chafe over competition. Our motto 
is, “do the best we can and don’t worry 
about competitors.” 


APRIL 6 


Mr. Barbary called again today still pro- 
testing against endorsing the note of his two 
sons. He is jockeying for position. He 
gave his sons a bill of sale of the business 
when he turned it over to them but this 
bill of sale has not yet been recorded. The 
question that arises in our minds is whether, 
in the event of failure, the unrecorded bill 
of sale would be adequate to transfer the 
property to the sons or would the property 
still stand in the name of the father in the 
eyes of innocent creditors and would the 
father be liable for the debts against the 
business unless the bill of sale is recorded? 
We will talk to our lawyer about this. 

Mr. Barbary makes us a counter proposi- 
tion. His sons need an additional $5,000. 
He proposes now that if we will lend his 
sons this additional sum he will become an 
endorser for $2,500 more of the original 
$20,000 loan if the father-in-law of one of 


his sons will endorse for an additional loan 
of $5,000 leaving the bank carrying the con- 
cern for $7,500 without security. The family 
is in the midst of a great argument as to 
the obligations of the respective fathers as 
to their obligations toward this concern, 
which has resulted in much impatience on 
our part and the ultimatum that something 
has got to be done immediately. ~The truth 
is these people are entirely too smart for us 
and we feel rather uncomfortable but the 
best way out is not exactly clear. We are 
jockeying for a better position, ourselves, 
with the chances in our favor by a hair. 


APRIL 7 


ONSIDERABLE excitement is brew- 
ing at the state capital. Things are not 
working out as nicely as they should be in 
the banking department. Another banker 
has exploited his bank to the extent that he 
has had to run away. The net result of his 
failure has been charged up to the guaran- 
tee fund, which must be constantly replen- 
ished by a tax against the solvent banks of 
the state. Therefore, we are all interested 
in just how the Legislature is going to act 
on some remedial legislation that the bank- 
ers are proposing. We are insisting upon 
legislation that will remove the banking de- 
partment entirely from politics so that a 
new governor, coming into office, can no 
longer kick out all the bank examiners and 
put in new ones of his political faith. This 
has been the practice -in this state from the 
beginning and has worked a very great hard- 
ship on the banks and the people. We have 
had four different heads of our banking de- 

partment in four years. 
APRIL 8 


Mr. Barbary came in again this morning 
to see what our answer is to his proposal 
for securing his sons in business. We finally 
accepted his proposition that he give us se- 
curity for the additional amount of the 
loans to his sons of $2,500, making $12,500 
all told endorsed by himself, and that one 
of the son’s father-in-law will secure him 
for $5,000 new money. This improves the 
bank’s position to the extent of having $5000 
of new money, which is greatly needed in 
their business and which will be well se- 
cured, and to the extent also of having an 
additional security of $2,500 on the origina! 
note. 

We are informed by our attorney that in 
the event that the bill of sale is not filed, 
transferring the business from the father to 
the two sons, and that in the event of a 
failure certain creditors, not knowing of the 
transfer, could probably hold the father per- 
sonally liable for their accounts as, while 
they were contracted by the two sons, it was 
under the presumption that the property still 
rested in the name of the father. It does 
not, however, concern our bank as we are 
cognizant ot all the tacts. 

APRIL 9 


Yesterday we gave out an interview to 
the metropolitan press in which we criti- 
cized the banking department on account of 
the failure of the Papio Bank. The presi- 
dent, after wrecking the bank by filling the 
note case with forged notes and through 
other ingenious processes, has disappeared. 
I immediately offered in the name of our 
bank $100 reward for his capture and stated 

(Continued on page 133) 
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Tightening Up on Bank Charters 


NLY two banks and one trust company have 
been incorporated in the great state of Penn- 
QO sylvania during the present year. 

That does not mean that Pennsylvania is not 
prosperous and growing at a rate that means more and 
more banking facilities—which existing banks will 
furnish. 

What it does mean is that there has been a tighten- 
ing up of conditions under which new banks may be 
chartered, and the condition that these figures reveal in 
Pennsylvania may be taken as a fair index of what is 
going on all over the United States. 

Out of the realization that only evil and heartache 
can come from setting up banks where no new banks 
are needed and setting up banks hopelessly small in 
capitalization, there has come action in the state capi- 
tals to discourage ill-advised ventures. 

The peak of the chartering of new banks was 
reached in 1920; now with public opinion awake to the 
evil that may flow into homes and business houses from 
a scrap of paper bearing the state seal, the record of 
new charters is descending. In Pennsylvania there 
have been new charters due to mergers and conver- 
sions, but the charters issued by the state to wholly new 
institutions have thus far been held down to three. The 


Pennsylvania Banking Department sets a good example _ 


for the rest of the Union! 


Banking Earnings Plus 
Re G security markets in the past three years have 


been a boon to the banks. Not a few of them have 
equaled in profits taken from their bond account the 
earnings from interest and discount. A recent compari- 
son of member bank operations in the New York Fed- 
eral Reserve district, covering the period of 1923-26, 
indicates the rising trend of such profits, and, at the 
same time, the declining ratios of losses on securities 
to gross earnings. 

All sizes of institutions have prospered as bonds have 
moved up to the highest average of the twentieth cen- 
tury. It is the large New York City banks, however, 
that show the greatest percentage of gain. To illus- 
trate: the general average of the seven groups, classi- 
fied according to the amount of loans and investments 
indicated, shows that earnings plus banking revenues 
rose progressively from 9.6 per cent of gross in 1923 
to 12.6 per cent in 1926. The ‘$10,000,000 and up” 
institutions outside of New York went from 10.4 per 
cent in 1923 to 13.4 the year following, but had dropped 
down to 11.4 by 1926. On the other hand, the banks of 
similar proportions in New York City indicated earn- 
ings “other than interest and discount” amounting to 
15.7 per cent of gross receipts in 1923, over 20 per 
cent in 1924, and 21.8 per cent last year. Their average 
for the four-year period was 19.6 per cent as compared 
with 11.7 per cent for the interior institutions. 

Obviously with bond prices on the ascending scale 
these issues that have been the sore spots in bank in- 
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vestment lists have come back to sme extent and there 
have been fewer bonds that have gone into default. 
Taking the general average again, the losses charged 
off on securities to gross earnings in 1923 were 4.4 
per cent, but in 1926 only 2 per cent. The group be- 
tween $500,000 and $1,000,000 seems to have had the 
hardest luck in the earlier year when losses ranged 
from 6% per cent to 7.3 per cent. These same banks, 
however, had reduced their ratios in 1926 to 0.9 per 
cent and 2.0 per cent respectively. 

Bond profits are a legitimate part of a bank’s earn- 
ings, especially in these days when the demand for high 
interest on deposits and the low commercial require- 
ments from the average country institution compel in- 
vestment in securities. The experience of the last few 
years in making earnings easily in a rising security 
market should not permit bank managers to forget that 
bonds move in cycles and that there is a period ahead 
when the margins between book values and market 
values will shrink month by month rather than expand 
as they have been doing since 1923. 


Poincare and the Franc 


T the end of July, 1926, France was as near to finan- 

cial collapse as she had been to political collapse 

in September, 1914. The battle a year ago to hold the 

franc had to be won just as much as the battle to hold 

the Marne. As generals in the two great crises in the 

history of France, Poincare and Joffre are entitled to 
equal distinction and honor. 

The month of July marks the anniversary of the 
change in French fiscal fortunes. It is so great that it 
hardly seems real or lasting. From below 2 cents the 
franc has been lifted to around 4 cents and will un- 
doubtedly be stabilized there some time this year, pos- 
sibly in a few weeks. But the most spectacular achieve- 
ments have been the great liquidation of the debt of the 
state to the Bank of France and the acquisition by the 
the government of $700,000,000 to $800,000,000 of for- 
eign currencies which it will use to assist in maintaining 
the ‘franc at a fixed price when legal stabilization has 
finally’ been proclaimed. 

France is no longer a country that worries the bank- 
ers of London and New York. Her credit is sound, 
her fiscal policies conservative and her industrial situa- 
tion satisfactory relative to her exchange. Recently her 
control of so much gold has even brought embarrass- 
ment to some of her wealthier neighbors. 


Criticizing Banks and Trust Companies 


HERE recently appeared in a newspaper in New 
York a criticism of trust companies in general be- 
cause one of them as co-executor of a will advised a 
widow to sell below 70 a stock which three years later 
was quoted at 147. 
In a communication to the Wall Street Journal 
Kingsley Kunhardt,. investment trust officer of the 
Guaranty Trust Company of New York, discussing the 
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criticism, says, “The mere fact that the stock advanced 
does not prove that the trustee was incorrect in recom- 
mending its sale, for if this were true, during the last 
few years the more speculative common stock would 
have been more suitable investments for trust funds than 
well secured bonds or investment stocks. If everyone 
had as much foresight as hindsight there would be no 
need of trustees.” 

“No corporate trustee claims to be more efficient or 
more satisfactory than the ideal individual trustee,” 
said Mr. Kunhardt in concluding his discussion of the 
function of trust companies, “but the ideal individual 
trustee is difficult to find. He must be familiar with 
investments ; experienced in legal procedure; must live 
as long as the trust exists; and must continue to give 
careful attention to the trust each year of its existence. 
There have been such individual trustees, but who is to 
choose one? What friend that you might have selected 
ten years ago as your executor or trustee do you still 
consider as suited for this responsibility? Whom do 
you know today with sufficient experience to handle 
your estate and trusts, will live long enough to admin- 
ister the trusts until their termination, which may be 
upward of fifty years? You may know individuals who 
comply with some of these requirements who would be 
ideal to act with a trust company as co-trustee or co- 
executor, and thus you would obtain the opinion of the 
individual as to any investments or situations that are 
out of the ordinary, and the advantage of the experi- 
ence and responsibility of the corporate trustee, which 
will continue to exist as long as your trusts.” 

This is a busy world, and controversy is something 
most men will avoid if they can, but every banker ought 
to have time and courage to correct any false im- 
pression of the principles of banking or the ethics of 
bankers, wherever and whenever it appears. 

Every inaccurate, misleading statement, every mis- 
chievous half-truth ought to be dealt with on the spot 
and before it has had time to go unchecked into the 
stream of public thought. 

The publication of the unfair or inaccurate state- 
ment, intended to destroy public confidence in banks 
and trust companies, may by a mere marshaling of 
the plain, unadorned truth be turned into an advan- 
tage! 


Canada—-in Two Suggestions 


HE observance last month of the 60th anniversary 

of the confederation of the Dominion of Canada 
has called for the usual marshaling of Canada’s vari- 
ous resources and a recalling of the deeds of its valiant 
sons. 

But however much there may be printed about Can- 
ada; however much the orators may play upon words, 
it is difficult or impossible to convey an adequate im- 
pression of Canada’s greatness physically and of the 
soul of our northern neighbor: 

There are two things by which each of these may be 
suggested rather than told. The first is the discovery 
within a year or two of a lake 150 miles long in the in- 
terior of Canada. It is indeed a big country that can 
hide a lake of such a size. 

The other thing—that which suggests the soul of 
Canada—is the great unguarded southern frontier, on 
the hinter side of which she pursues her peaceful ways 
with no fears about her southern neighbors coming over 
the line, save perhaps that they may not come over the 
line in sufficient numbers to add to any desired volume 
of business! 


Secure in their confidence in each other, bound (in- 
stead of separated) by many commercial ties, Canada 
and the United States ought to be an example to the 
nations of the world that forts on frontiers are unnec- 
essary and that commercial intercourse and good busi- 
ness follow closely in the wake of national good will. 


Accounts Lost Through Good Roads 


ie the annual report of the Federal Reserve Board 
attention is called to the effect on small banks of 
improved transportation and the pleasure of motoring. 
The volume of business done by some small banks has, 
it says, decreased in recent years “as the result of the 
improvement in roads and the widespread use of auto- 
mobiles which has led many bank customers to prefer 
to drive to the county seat or other nearby center and 
to use the facilities of the larger banks in those towns.” 

Before the use of the automobile was so general 
bankers in small places often were content in modest 
unassuming quarters. Now as an offset to the pull of 
the larger places small-town bankers turn to new bank- 
ing houses, with interiors and exteriors comparable to 
those of their competitors in the larger places. 

But while it is true that much business goes away 
from the small places in automobiles it is also true that 
the motors bring to many a small town customers and 
business that would not be possible but for the good 
roads and the motors. 


The Settlement of Promised Lands 


ISCUSSING farm operating credit and its rela- 

tion to investment in land in California, Howard 
Whipple, president of the Commercial Bank and First 
National Bank of Turlock, directs the attention of his 
fellow bankers to the fact that markets for agricultural 
products frequently are glutted because farmers are 
afflicted with some of the planting manias which from 
time to time sweep over the country. He recalled the 
mulberry tree craze, after the Civil War and he said it 
took years before the folly of the Thompson Seedless 
rush was realized. 


“The western banker has yet another source of possible over- 
production,” he declared. “Successful irrigation projects, few 
indeed as they are, beget imitation. Large land owners desir- 
ing to unload, small land owners eking out a precarious exist- 
ence by dry farming and, worst of all, governmental agencies 
endeavor to turn arid but irrigable areas into the Promised 
Land. They have done so with but little regard in the past 
for the successful settlement of those lands or for markets 
for their increased production. Tragedy after tragedy has 
been the result. It took three waves of settlers, each leaving 
behind its quota of unrequited labor and aching hearts, before 
the Dakotas were finally subdued and a permanent population 
established. 

“Scenes of abandonment in the great valleys of California 
are mute evidence that similar tragedies are going on before 
our very eyes, that the development of irrigation projects does 
not always lead to the Promised Land. But in spite of that 
fact, in spite of empty areas in already-established irrigation 
projects, in spite of what seems to be an overproduction of 
many of our western farm projects, new areas are constantly 
being put under water. It has been estimated that the supply 
of California irrigated land is fifteen years ahead of the demand. 

“Within the next five years 670,000 acres of irrigated land 
will be ready for settlement in Arizona, thanks to government 
projects. In the Columbia River basin 1,000,000 acres more 
are promised. Who will settle them and where their products 
will be marketed are problems the solution of which students 
do not clearly see. Neither can they see good reason for this 
conscious overdevelopment. In addition, we must expect the 
growing competition of irrigated products from other lands.” 


With the trend of population away from the country 


and toward the town, Mr. Whipple raises a pertinent 
question—who will settle the irrigated lands? 
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The Parliament of Forty Nations 


By FRED N. SHEPHERD 


Executive Manager, American Bankers Association 


American Bankers Participate in Two International Meetings 
That Seek to Promote World Prosperity by Breaking Down 
Business Men from All Nations Seek to Work 
Out Problems of a War Worn World. United States Is Praised. 


Trade Barriers. 


HERE have been held recently two 

meetings of tremendous import to 

business and business men _ every- 

where—the World Economic Con- 
ference at Geneva and the Fourth Congress 
of the International Chamber of Commerce 
at Stockholm. Both gatherings concerned 
themselves with the same general problem— 
the establishment of the economic equi- 
libruim of the world. 


Although the Geneva conference was held 
under the auspices of the League of Nations, 
non-member governments were invited to 
participate and, responsive to the invitation, 
President Coolidge sent a delegation of five 
American business men, headed by an Ameri- 
can banker, Henry M. Robinson, and accom- 
panied by a corps of experts. The Inter- 
national Chamber of Commerce was also 
represented at Geneva by a similar delega- 
tion. In all, forty-nine governments par- 
ticipated—197 business men attended by 157 
experts. 


HE congress at Stockholm has been 

characterized as “the parliament of forty 
nations.” It is one of the chief events in 
the history of cooperation on international 
lines of business men as represented in com- 
mercial organization, for the International 
Chamber, connected with no government, is 
supported exclusively by its own members, 
which embrace virtually all the organized 
business groups in the world—banking and 
industrial associations, chambers of com- 
merce, and shipping and economic bodies, 
whose membership includes hundreds of 
thousands of leading business corporations, 
firms and individuals. A private organiza- 
tion for public welfare, the declared purpose 
of the International Chamber is “to develop 
international trade, to suppress those bar- 
riers which hamper commercial exchanges, 
to strengthen the bonds which bind the vari- 
ous nations together, to counteract the causes 
of economic conflict, and thereby contribute 
to the maintenance of pea-e.” 

The first congress of the International 
- Chamber was held in London in 1921 and 
was attended by the representatives from 
eighteen different countries; the second at 
Rome in 1923 with twenty-six countries rep- 
resented ; the third at Brussels in 1925 drew 
delegates from thirty-nine countries, and the 
fourth at Stockholm, this summer, embraced 
800 delegates, representative of nearly every 
country of any economic significance. 

The American Bankers Association is a 
member of the International Chamber of 
Commerce and was represented at Stock- 
holm by a delegation of five, headed by 


Dr. Alberto Pirelli, the Italian execu- 
tive who is head of the International 
Chamber of Commerce 


Fred. I. Kent, Chairman of its Commerce 
and Marine Commission. 


The program for the Geneva conference 
was prepared by an international com- 
mission of thirty-five members, which paved 
the way by making a minute inquiry into 
the economic situation of the world. How- 
ever, one of the most important documents 
in connection with the Geneva program was 
the Final Report of the Trade Barriers’ 
Committee of the International Chamber, 
the result of two years work, prepared for 
the Stockholm congress and presented to 
the Economic Conference of the League of 
Nations. 

Although other subjects engaged consid- 
eration at both conferences, the proposal to 
lower trade barriers overshadowed them all. 
The progressive reduction of the barriers, 
which are preventing the full extension of 
international trade, is, particularly in Eyrope, 
considered essential to the restoration of 
world prosperity. 


ee the best definition of trade 
barriers was given by Owen D. Young, 
chairman of the American delegation. It was 
written into and officially accepted as part 
of the introduction to the Stockholm reso- 


lutions on that subject. It reads, “Trade 
barriers in the international sense are those 
arbitrary national restraints on free move- 
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ment of goods, capital and services, which 
not only hamper trade and traders, but limit 
the economical production and distribution 
of goods, capital and services to the detri- 
ment of all peoples. They inevitably tend 
to depress standards of living. 

“In production of all kinds there is a 
unit of maximum economy. In distribution 
there is a market of maximum economy. 
Any barrier which prevents the world-wide 
coordination of the two is a trade barrier 
in the large sense in which this congress 
uses the term. Trade is not an end in it- 
self. It is only a means to an end. The 
general economic welfare is its goal. It is 
in such a sense, and with a view to the wel- 
fare of all sections of the community in all 
countries, that the congress desires its con- 
clusions to be interpreted.” 


LLUSTRATIVE of “barriers,” under this 

definition, are excessive tariff walls and 
policies which are unduly hampering trade 
directly and indirectly. 

Both the Geneva conference and_ the 
Stockholm congress were in accord “that 
the time has come to put an end to the in- 
crease in tariffs and to move in the oppo- 
site direction.” Barriers also include indi- 
vidual obstacles, such as the treatment of 
foreigners and legal and social discrimina- 
tions, the obligatory visa of passports, 
customs formalities and obstacles to trans- 
portation by rail, river, sea and air; they 
refer to the prohibition of the importation 
and exportation of raw materials; and the 
prohibitions and all other artificial hin- 
drances in the way of the free international 
movement of capital. 

Looking upon these barriers, Dr. Leaf, 
the former president of the International 
Chamber, “saw the world’s trade as a caged 
bird beating against the bars,” and he pitied 
the suffering world. But with his clear eyes 
he saw that “these bars which imprison the 
trade of the world and spread unemploy- 
ment and misery need not exist. The world 
itself has forged these bars to its own dis- 
comfort.” 

This condition which limits the produc- 
tion and distribution of useful goods is in 
large measure one of the by-products of 
the war with its hatreds, fears, national 
jealousies and tremendous burdens of debt. 
As measures of protection, many of these 
European countries, to develop their own 
industries and become for military purposes 
economically self-sufficient, erected against 
their neighbors and the rest of the world 
tariff walls and other barriers so high as 
to all but paralyze their international trade. 
The result has not been what was intended. 
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They have been gradually strangling the 
goose that lays the golden egg. It is now 
understood that trade or exchange of goods 
and services between countries, as between 
individuals, is a good thing, and not for the 
gain of one at the loss of the other, but 
rather for the benefit of both. Business is 
concerned no less with peace than with pros- 
perity, for continued prosperity depends upon 
peace. Sound business demands amicable 
international relationship and permanent 
peace. The greatest bulwark for peace is 


international trade that is mutually bene- 
ficial. 


LREADY some progress has been maae. 

The Belgian government declared it 
gave its full adherence to the Geneva reso- 
lutions and was prepared at once to come 
to an understanding with other countries. 
M. Vandervelde stated that for such an 
exporting country as Belgium, political in- 
dependence was conditioned upon a recog- 
nition of economic independence. 

M. Benes issued a formal declaration that 
the Czecho-Slovak government also adhered 
to the resolutions and intended to develop 
its policy in conformity with the principles 
they embodied. 

Herr Stresemann declared that the Ger- 
man government gave as full and unquali- 
fied an approval as the Belgium govern- 
ment, and had just made formal decision 
concurring in the conclusions and declaring 
itself ready to cooperate energetically in 
giving effect to them. 

Both at Stockholm and Geneva the situa- 
tion in the United States was referred to 
and the suggestion made that our example 
might well be emulated by the countries in 
Europe. In 1789 Congress abolished the 
different tariffs of the thirteen states, and 
at once swept away the possible host of 
trade barriers of a type that now beset 
Europe. Here we have forty-eight states 
(or countries) exercising the free inter- 
change of products and services without the 
intervention of a tariff or a trade barrier 
of any kind. To this fact is attributed in 
no small measure the degree of our pros- 
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The Parliament House in Stockholm where all but the opening session of the International Chamber were held 


perity. With over a hundred million people 
unhampered in exchange by barriers of any 
kind, we in the United States are, in dis- 
tribution, possessed of the “market of maxi- 
mum economy,” and, in production, the “unit 
of maximum economy.” 


LTHOUGH special emphasis has been 
placed upon the importance of the sub- 
ject of Trade Barriers in the councils of 
the Stockholm congress, it must be under- 
stood that this was only one of the four 
general divisions of the program—the other 
three being: (1) Finance, (2) Industry and 
Trade, and (3) Transportation and Com- 
munications. 

Under “Transportation and Communica- 
tions” consideration was given to the Facili- 
tation of Transport by Air, Highway, Rail 
and Sea; (2) Bills of Lading; (3) Inter- 
national Telephony, and (4) Communica- 
tions. Under “Industry and Trade,” to the 
(1) Protection of Industrial Property, (2) 
Revision of Arbitration Rules, (3) Enforce- 
ment of Foreign Judgments, and (4) Inter- 
national Fairs and Exhibitions. And under 
“Finance,” to (1) Uniform Regulations on 
Bills of Exchange and Checks, (2) the 
Standardization of Export Commercial 
Credits, (3) Double Taxation, and (4) In- 
ternational Settlements. 

All of these might, without impropriety, 
have been grouped under “Trade Barriers,” 
for they had to do with the facilitation of 
international trade. 


F any American thinks we have not moved 

apace since the animosities of 1914 to 
1918, let him sit in one of these international 
business conferences and see side by side 
the enemies of less than a decade ago, each 
undertaking sincerely and seriously to work 
out the problems of a war-worn world. 

Business everywhere should congratulate 
itself on the appointment to the presidency 
of the International Chamber for the next 
biennial period of Dr. Alberto Pirelli of 
Italy. Dr. Pirelli is a successful business 
executive interested in electrical power de- 
velopment and the manufacture of high 


grade automobiles. A linguist of unusual 
attainment, he speaks the kind of English 
that Hawthorne wrote. He was an Italian 
member of the Peace Conference, a mem- 
ber of the Dawes Commission, and a mem- 
ber of the Italian Debt Settlement Commis- 
sion that came to the United States last 
year and, with our own commission, ad- 
justed the Italian debt in a manner mutually 
satisfactory. As a member of the Italian 
delegation, Dr. Pirelli attended in 1919 the 
International Trade Conference in Atlantic 
City, from the deliberations of which the 
International Chamber of Commerce sprang. 

Since that time he has given constantly 
of his time and ability to the service of 
the Chamber. He headed the Italian dele- 
gations at the Geneva conference and the 
Stockholm congress. He is the driving 
force of the Italian Chamber of Commerce, 
of which he is also the president. 


HE opening of the Stockholm confer- 

ence was a most imposing sight. In the 
presence of the King of Sweden, with the 
Crown Prince and Princess in attendance, 
these business delegates from forty nations 
assembled in the palatial Concert House 
while the orchestra played the Swedish na- 
tional anthem, followed by a rhapsody of 
Swedish national airs and dances. 

In his opening address, Knut A. Wallen- 
berg, chairman of the Swedish National 
Committee, gave utterance to sentiment of 
interest to all Americans. He said, “I have 
something to say to the representatives of 
the United States. I am not going to speak 
of the fact that it was you who took the 
initiative in the organization of the Inter- 
national Chamber of Commerce, nor of the 
great importance the collaboration with you 
is to us all. If you will allow me, I will 
use this opportunity to say a few words, 
not as the president of this meeting, but as 
a Swede. In the name of my countrymen 
I want to thank you and all the citizens in 
that wonderful country on the other side 
of the water most heartily for the nice and 
kind reception you gave our Crown Prince 
and Crown Princess last year. We will 
never forget that.” 
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Can the Mutual Savings Banks 
Surmount Their Handicaps? 


By ORRIN C. LESTER 


Vice President, Bowery Savings Bank, New York 


They Are Subjected to Self-Imposed and Legal Restrictions 
Far More Rigid Than Those of Other Types of Financial 


Institutions. Needs of Savings Depositors Call For a Banking 


HE history of big business in 

America is largely a history of 

foresight—the ability of men to 

look ahead to future conditions 
and the courage to plan in anticipation of 
the public needs. 

It is always easier to recount the history 
of a business than to prophesy its future. 
Likewise, it is easier to repeat past per- 
formances than to plan new policies. But 
I submit that the measure of success that 
American business may enjoy in the future 
will depend a very great deal more upon 
thinking out new policies than upon follow- 
ing the traditions and experiences of the 
past. 

The mutual savings bank business for 
many years has labored under certain false 
impressions and suffered under the conse- 
quences of those impressions to the dis- 
advantage of the banks and the _ incon- 
venience of their depositors. 


Original Aims Outgrown 


f one original conception of the mutual 
savings bank was primarily a bank for 


people of small incomes, mainly wage 
earners. It was designed to meet their 
simple banking needs, which consisted 


largely of a safe depository for their small 
savings. Since it was felt that the sav- 
ings of these relatively poor people should 
be safeguarded with even greater care 
than the accumulation of those of greater 
means, the savings bank was subjected to 
self-imposed and. legal restrictions far 
more rigid than other types of financial 
institutions. 

But the mutual savings bank is no 
longer the bank of the poor people, except 
in so far as these banks in many instances 
have been located in sections where poor 
people were most likely to live. A modern 
savings bank located in an average Ameri- 
can community will be found to have on 
its records as depositors the names of 
about an average cross section of the peo- 
ple of that community, and_ therefore, 
about an average cross section of the peo- 
ple of the country. 

Commercial banks are permitted in these 
days to do exactly the same kind of a 
savings business as the mutual savings 
banks. They may be called by a different 


name in some parts of the country, but 
in principle they are precisely the same. 
These savings departments in commercial 


Service That the Mutuals Are Not Able to Supply at Present. 


Falling Behind 


HE mutual savings 
banks are losing ground 
relatively in the race with 
the other banks for savings. 
During the past sixteen 
years there has been a 


steady shrinkage in their 
share of the total deposits. 
In 1911 the mutuals far 
outranked the state or na- 
tional banks with 43 per 


cent of savings. In 1926 
they had lost first place to 
the state banks and had only 
30 per cent of the total de- 
posits. Why the mutuals 
are lagging behind is indi- 
cated in this article, written 
by a mutual savings banker. 
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banks have as depositors poor people and 
rich people, much the same as_ savings 
banks. 

Coincident with this change in the clien- 
tele of the savings bank has come a cor- 
responding change in the banking needs 
of savings bank depositors. Depositors are 
demanding more of savings banks than the 
mere opportunity to entrust their savings 
to a bank of safety and good reputation. 
They prefer to have their own savings 
bank supply these needs rather than to 
establish other banking connections. They 
want certain checking facilitics. They 
want to borrow small sums of money on 
personal notes with good endorsers. They 
want to make wills and appoint executors 
for the management of their estates. They 
want other trust and fiduciary services. 
Many of them want to deposit more money 
than a mutual savings bank can accept. 
They want to build or buy homes and 
borrow more on first mortgage than a 
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savings bank can loan. In short, they 
want a complete banking service under 
one roof, and the savings bank has to 
keep apologizing for the absence of these 
services and send their depositors to com- 
peting banks to have them supplied. 

It is irritating, particularly to a mutual 
savings bank man, to contemplate the 
thought that this type of bank should be 
singled out as the one American institu- 
tion that should be limited in its activities 
beyond all others, when commercial banks 
and building and loan companies are 
favored by legislation that gives them ob- 
vious advantages. It has been my observa- 
tion that the legislative study of mutual 
savings banking in this country has been 
a sort of hand-to-mouth procedure that 
has not sesulted in a complete analysis of 
the needs of that business. 


A European View 


European savings 
banker traveling in America recently 
said: “I have often felt depressed when 
I have realized that the tremendous in- 
fluence for good that the savings banks are 
capable of effecting is not understood or 
realized by legislators, and that conse- 
quently other institutions have grasped 
the opportunity of diverting the savings 
of the people into other channels where 
they are not always used for their best 
benefit.” 

True, the mutual savings bank is still 
fortified by the old argument of safety, 
which, I fear, is much more forceful in 
these modern days in the minds of savings 
bank officers and trustees than it is in the 
minds of depositors. And unless I am 
quite wrong, it is an appeal, with the de- 
velopment of strong commercial banks, 
that is gradually but surely declining, and 
which, within a relatively short time, will 
cease to be potent. I cannot see how the 
appeal of relative safety between a mutual 
savings bank and a commercial bank can 
make a very deep impression on the com- 
ing generations when a mutual savings 
bank in the city of New York, for ex- 
ample, is interpreted by the law as a safe 
place for an individual to deposit only 
$7,500 in principal while a commercial 
bank of even smaller assets can accept as 
much as the depositor may elect to de- 
posit. 

(Continued on page 128) 
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Making the Most of 
Your Bank’s Reserves to Improve 
Net Profit 


\ Municipal Farm THE INVESTOR Real Estate Industrial) 


N these days of low interest and high operating expense, the 

average bank must keep its reserves employed to best advan- 
tage to make a fair profit. And still it must keep liquid for any 
probable demand which may be made upon it. 


That problem varies in every bank and must be worked out 
differently. Some banks need to increase their earnings; others 
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The merit of a properly constituted bond reserve is that it 
permits of either or both of these things. It serves to offset ex- 
cessive local commitments by its ready marketability and it also 
serves to average up income unduly depressed by too large a 
primary reserve, 


A properly graduated bond reserve is thus a flexible buffer be- 
tween too heavy a local commitment, on the one hand, and too 
high a liquid reserve, on the other. Over a period of years it serves 
to stabilize a bank’s income. It is the modern way of equalizing 


conditions. 


The value of a bond reserve depends very much upon the experi- 
ence and skill with which it is constructed. For years we have 
specialized in this banking problem, working with hundreds of 
different banks, dealing with all kinds of conditions. This enables 
us to apply the experience of a parallel situation to every case. 
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Installment Loans on Homes 


By HOWARD MORAN 


Vice-President, American Security & Trust Company, Washington, D. C. 


In Twenty Years of Experience in Making Monthly Installment 


Loans on Homes, a Washington, D. C., Savings Bank Has Not 
Had a Single Foreclosure for Default. Offers a Means of Meeting 


N this era of competition, banks and 
trust companies have come to realize 
that they have new competitors in their 
field. This has been particularly felt 
within the past few years through the fact 
that the American people have not placed 
in savings accounts the same proportion of 
their income as in the past. 

The investment houses have been draw- 
ing upon the savings deposits, and the build- 
ing and loan associations have been getting 
their share. 

The manner in which to meet this com- 
petition has been a question only lightly 
discussed up to a year ago. Of course, this 
change has been only gradual. Statistics, 
however, reveal an ever increasing move- 
ment from the banks and trust companies, 
and some solution must be found to meet 
this acknowledged competition. 


Making Installment Loans 


ERHAPS the experience in Washing- 

ton, D. C., of a banking institution will 
assist bankers to find one means of meet- 
ing the changes which have taken place. 

When the building and loan associations 
were organized, it was primarily for the 
purpose of loaning on real estate for the 
purchase of homes, and in many instances 
this was confined to a monthly payment 
plan. It was not, however, until about 
twenty-five years ago that other agencies, 
seeing the value of such a loaning plan, 
developed it. 

In Washington, The Home Savings Bank, 
which was the originator of the monthly 
payment plan of loan, made great progress 
in securing increased business, not alone in 
savings, but in the loaning field, and until 
its merger with the American Security & 
Trust Company, it was able to increase its 
business more rapidly than any other in- 
stitution ever formed in the city in the pe- 
riod of its existence. A great deal of this 
success was due to the encouragement given 
to builders and purchasers of homes to 
transact their business on a monthly pay- 
ment plan, and it brought to the institu- 
tion, which at that time was somewhat out- 
side of the financial district, much progress. 

Before this plan was introduced, the 
builder would obtain first trust real estate 
loans on specific houses built, and then ac- 
cept a second trust for the balance of the 
deferred purchase price, to be paid on a 
monthly payment basis. In a good many 


instances these monthly payments included 
also the monthly pro rata of the interest 
on the first trust, which ordinarily is pay- 
able semi-annually. 


This was being done 


New Competition from Building and Loan Associations. 


so that the home buyer would know ex- 
actly what amount he would have to set 
aside each month. 

Payments on these second trust notes were 
usually of sufficient amount to mature the 
note within six years, and as the first trust 
was usually made for a period of three 
years, it was generally necessary for the 
purchaser to renew his first trust for a 
second period of three years. At the ex- 
piration of that time, the purchaser had 
become in the habit of making monthly pay- 
ments, and he would desire to place the 
first trust on a similar basis. 


How Plan Started 


HE Home Savings Bank had made a 

specialty of first trust loans to builders, 
and at the same time had encouraged them 
to leave with the bank for collection their 
second trust notes. This was done as a 
means of tying more closely the builders 
to the institution, as they were excellent 
prospects for business in other departments, 
and brought to the institution numbers of 
people who were making regular payments 
through us on the notes left for collection. 

We found that in many instances pur- 
chasers, after settling the full amount of 
their second trust, would make an applica- 
tion to a building and loan association for a 
monthly payment loan, and in consequence 
we would lose this customer both as a bor- 
rower and a depositor. For such cause we 
finally decided to adopt a monthly payment 
plan of loan, which we felt would be an 
improvement over that of the building and 
loan associations, and in this manner keep 
on our books the business which we had 
originally secured. 

As a result there came into existence with 
the institution this monthly payment plan of 
loan. We made loans up to 75 per cent of 
our appraised value of the property, which 
is the maximum made by the building and 
loan associations. We required a payment 
of 1 per cent per month of the principal 
amount of said loan, which payment included 
principal and interest, and we also pro- 
vided in the note and deed of trust the 
privilege of making larger payments in 
multiples of $5 up to $100 per month, there- 
by encouraging the borrower to reduce his 
loan as rapidly as possible. 

As we figured interest on the balance of 
the principal remaining unpaid each month, 
the amount paid on account of interest de- 
creased each month, and accordingly the 
amount paid on account of principal in- 
creased, so that the borrower paid interest 
only at the rate of 6 per cent at any time 
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on the loan. These loans, as a result, pay 
themselves out in about eleven years and 
seven months. 

Folders were issued from time to time, 
describing these loans, and sent to custom- 
ers—depositors and borrowers—and as a 
result we have held most of the loans which 
might have been placed elsewhere. This 
is being continued today, with the same 
success as experienced in the past. 


Advantages to the Bank 


ERTAIN advantages accrue through 

the introduction of this monthly pay- 
ment plan. No matter what the rate of 
interest might be on a term loan, we are 
assured of a number of such monthly pay- 
ment loans covering the above period of 
time, at 6 per cent interest, and we have, 
therefore, encouraged such loans on that 
basis. An analysis will show that, taking 
into consideration other charges made on 
a term loan at even a lower rate of inter- 
est, there is little difference in cost between 
the two types of loans to the borrower. As 
is the rule with most loaning agencies, we 
make a charge of commission for term 
loans, but make no charge of commission 
for this monthly payment plan of loan, and 
that, too, has been another encouragement 
to such borrowers as it is not necessary 
for them to make renewals from time to 
time, as they would on the regular term 
loan. 

During our years of experience with this 
loan plan we have had occasions arise 
whereby individuals have desired to reduce 
their monthly payments after a_ certain 
amount of the loan had been paid, and we 
have been able to allow this reduction in 
cases that were believed entitled to this 
privilege. 

All of this business has been particularly 
satisfactory in Washington where there are 
sO many government employees, whose com- 
pensation is small, and where it is almost 
impossible for them to save out of their 
salary. When they are in a position to pur- 
chase a home with a small cash payment, 
and make their monthly payments on a basis 
similar to rent, this plan has undoubtedly 
proved to their benefit. 


What One Woman Did 


CAN recite an instance which shows the 
extent to which this may be true. We 
had a depositor, a young school teacher, who 
lived with her mother in a rented house, 
and had saved $500 with which she pur- 
(Continued on page 127) 
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FINANCING AMERICAN INDUSTRY 


prousnen in 1887 as the outgrowth of a business 
established in 1876, Hart Schaffner & Marx 
is the largest maker of men’s fine clothes in the 
country. Its trade mark is one of the most distinctive 
and best known in American bnsiness. Its clothes 
are known and sold in every state in the Union. 


HEN Hart Schaffner & Marx was incorporated in 1911, 

A. G. Becker & Co. underwrote and offered with associates 
an issue of five million preferred stock and a block of the com- 
mon stock of the company. The preferred stock has all been 
retired out of earnings and the common stock is now selling 
around 123 on the Chicago Stock Exchange. In addition to this 
capital financing, we have for more than 30 years been identi- 
fied with the Company’s short-term financing through the 
sale of its commercial paper to banks in all parts of the country. 


A. G. Becker & Co. 


Chicago New York 


ST. LOUIS MINNEAPOLIS MILWAUKEE SAN FRANCISCO 
SEATTLE PORTLAND SPOKANE 


Bonds Short Term Notes Commercial Paper 
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Motoring 


Is your Bank serving 
the enormous number of 
your depositors who find 
so large a part of their 
pleasure these days in motoring with their 
families—near and far—-over the country? 


Are you offering to assure and protect 
them in “the real power that makes the 
wheels go round”? Not their gas—but 
their MONEY. 


The habit of carrying ordinary cash on 
their motor trips leads many, otherwise 
careful motorists, to overlook a very real 
danger in traveling roads far from home 
—the danger of losing their money or 
having it stolen and being left away from 
home, among strangers—helpless. 


Careful Motorists avoid this ever-present 
danger by carrying American Express 
Travelers Cheques. 


Money 


Ready for instant use 
acceptable everywhere, 
spendable anywhere, 
these Cheques not only 
carry in themselves a protection against 
money loss or theft, but they assure their 
users the most human and helpful service 
of 26,700 Express Offices in the United 
States and Canada. 


Garages along the highway, hotels in 
every city or town, recognize the sky- 
blue color, and the money value of 
American Express Travelers Cheques 
and accept them as cash. 


Banks, everywhere, in this country as 
well as abroad, are finding the sincerest 
kind of appreciation from their motoring 
depositors to whom they have sold 


AMERICAN EXPRESS 
TRAVELERS CHEQUES 


When writing to advertisers please mention the American Baakers A. sociation Jourual 
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Personal Use of Fiduciary Checks 


By THOMAS B. PATON 


General Counsel, American Bankers Association 


Important Supreme Court Decision. 


Federal Rule Established 


That Fiduciary’s Check to Personal Order Is Not Itself 


Sufficient to Carry Notice of Misuse of Funds. 


Law Reviewed. 


DECISION most welcome to the 
banks of the country has been 
handed down by the Supreme 
Court of the United States in 

Empire Trust Company v. Cahan, decided 
May 31, 1927, reversing the judgment of 
the Circuit Court of Appeals for the Second 
Circuit. 

It establishes the rule, so far as the Fed- 
eral courts are concerned, that a check signed 
by an agent, trustee, or other fiduciary hav- 
ing power to draw checks in the name or 
on behalf of his principal, which is made 
payable to the personal order of the agent 
does not, from the mere form of the check, 
carry notice that the agent is abusing his 
authority; and a bank in which the agent 
deposits such check to his personal credit 
and draws out the proceeds which he mis- 
uses in violation of his trust, is not put upon 
inquiry nor responsible to the principal whom 
the agent has defrauded. 

The checks in the case before the court 
were drawn in the name of a father by his 
son upon the father’s account in two banks 
under a general power of attorney, but the 
language of Mr. Justice Holmes, who de- 
livered the opinion of the court, indicates 
that the same rule would apply to the more 
frequent case of abuse of the check-signing 
power by the officer of a corporation who 
draws official checks to his personal order 
and misapplies the proceeds or to a similar 
breach of trust by any other agent or fidu- 
ciary. The full text of the court’s opinion 
is printed at the end of this article. 


History of Conflicting Law 


HE situation growing out of the receipt 

of deposits and the payment of checks 
by agents, trustees, and other fiduciaries to 
their personal order has troubled bank offi- 
cers for the last fifteen years. A realiza- 
tion of its dangers became acute when the 
Appellate Division of the New York Su- 
preme Court in 1910, in Havana Central 
Railroad v. Knickerbocker Trust Company, 
held the latter company liable to the rail- 
road company because of a number of checks 
drawn by the treasurer of the railroad to 
his own order upon the Central Trust Com- 
pany, which he deposited to his personal 
credit in the Knickerbocker, withdrawing 
the proceeds which he misappropriated. The 
Appellate Division held that the form of 
the checks themselves constituted notice that 
the treasurer was wrongfully misapplying 
and diverting the railroad’s money and placed 
on the bank of deposit a duty of inquiry. 

This decision was viewed with much 
concern by the banks in New York and 


Conflicting 


Efforts of American Bankers Association Cited. 


other large cities, which receive daily 
on deposit and paid millions of dollars of 
checks drawn upon corporation accounts. 
Their officers regarded the making of in- 
quiry of the corporation in every indi- 
vidual case where a check was offered 
for deposit signed by an authorized offi- 
cer to his personal order as to whether 
the officer was abusing the check-signing 
power, as absolutely impracticable, not to 
say impertinent. By permission of the 
New York Court of Appeals, briefs on 
behalf of the American Bankers Associa- 
tion and of the New York State Bankers 
Association were filed in intervention. The 
result was that the New York Court of 
Appeals reversed the judgment but, in- 
stead of deciding that there was no duty 
of inquiry in such case, the court vir- 
tually based its decision on the ground 
that, conceding such duty of inquiry, the 
bank of deposit was not bound to look 
beyond the bank on which the checks were 
drawn, whose function it was to deter- 
mine whether the checks were issued 
without authority and the court held that 
when the checks were presented to and 
paid by the drawee, the duty of inquiry 
was satisfied and the bank of deposit had 
done all that the law demanded. 

The sequel to this case was an action 
by the railroad against the drawee bank; 
but this action was brought in the Federal 
instead of the New York courts and the 
decision of the Federal court—the case did 
not go to the Supreme Court—was that the 
theory of the New York Court of Appeals 
was erroneous and that the drawee was 
under no duty to make inquiry. 

A few years later, in 1916, came the 
decision of the New York Court of Ap- 
peals in Bischoff v. Yorkville Bank. An 
executor carried the executor’s account in 
one bank and his personal account in an- 
other and drew executor’s checks to his 
personal order or to the order of his per- 
sonal bank which he deposited therein and 
misapplied the proceeds. The Court of 
Appeals held that the bank of deposit was 
not put on inquiry from the mere form 
of the checks until the point of time when 
the bank of deposit charged a_ personal 
note to the executor’s personal account 
which, at that time, consisted wholly of 
trust funds. At this point of time, held 
the court, the bank knew the executor 
was appropriating an amount of trust 
funds for his private benefit and, for the 
checks in such form thereafter deposited, 
the bank of deposit was held liable to the 
estate. 

Conflicting New York 


decisions in 
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and in many other states not only on 
the above but on other phases of the sub- 
ject of the personal use of fiduciary 
checks led the American Bankers Asso- 
ciation in 1919 to authorize its General 
Counsel to prepare and file a brief with 
the Commissioners on Uniform State 
Laws, calling upon the commissioners to 
initiate a regulation of the conflicting 
judicial law by drafting and recommend- 
ing adequate statutory rules for enactment 
by the various states in the interest of 
certainty of the law and in justice to all 
concerned. In this brief all the conflict- 
ing decisions rendered down to that time 
were cited and discussed. For example, 
checks drawn by third persons payable to 
guardians, trustees or other fiduciaries and 
deposited in their personal accounts were 
in some states held to carry notice to the 
bank of deposit in case the fiduciary mis- 
used the proceeds; in other states there 
was no such duty of inquiry imposed. Nu- 
merous decisions were also cited which, in 
general, supported the rule that a creditor 
who acquired paper drawn by or payable 
to a fiduciary in payment of the personal 
indebtedness of the fiduciary was charge- 
able with notice; in the case of cashier’s 
checks payable to the personal order of the 
cashier and tendered in payment of his 
private debt, some courts exempted such 
instruments from the doctrine of construc- 
tive notice while others applied the rule 
that the recipient was under a duty of in- 
quiry. Again some courts exempted, while 
others applied, the doctrine of construc- 
tive notice to the payee of a check issued 
by a corporation through its authorized 
official which was negotiated to the payee 
by another employee of the corporation 
for value received or in payment of a per- 
sonal debt. 


Uniform Fiduciaries Act 


HE result of this appeal for the crea- 

tion of a regulatory code, supported by 
an exposition of the conflicting judicial 
law, was the drafting and recommenda- 
tion by the Commissioners on Uniform 
State Laws of the Uniform Fiduciaries 
Act designed to provide uniform and just 
rules in regulation of the entire subject. 
This act has, down to the present time, 
been passed in Colorado, Idaho, Indiana, 
Louisiana, Nevada, New Jersey, New 
Mexico, North Carolina, Oregon, Pennsyl- 
vania, Texas, Utah and Wisconsin. <A 
fiduciaries act has been passed in Califor- 
nia, New York and Washington, but not 
in the recommerded form. 


| 
| 
| 
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The limits of our space preclude any 
detailed statement of the growth of the 
conflicting body of judicial law on the 
subject of the use and misuse of fiduciary 
paper or of the promotion of the statutory 
remedy as provided in the Uniform Fidu- 
ciaries Act. To those who may be suffi- 
ciently interested, the whole story is told 
in full detail in “Paton’s Digest,” 11307 
and the following in volume 1, and 1307a 
in volume 2. Therein is contained, among 
other things, the full text of the brief 
presented to the Commissioners on Uni- 
form State Laws, presenting the conflict- 
ing decisions on all phases of the law as 
well as the full text of the Uniform Fidu- 
ciaries Act together with many opinions 
on specific questions having relation to 
the general subject. The statutory regu- 
lation provided by the Uniform Fidu- 
ciaries Act covers the following subjects: 
(1) Definitions; (2) non-responsibility of 
payor for application of payments made to 
fiduciary; (3) registration of transfer of 
securities held by fiduciaries; (4) trans- 
fer by fiduciary of negotiable instruments 
made payable to or indorsed to fiduciaries ; 
(5) checks drawn by fiduciaries payable 
to third persons; (6) checks drawn by 
and payable to fiduciaries; (7) deposits in 
name of fiduciaries as such and payment 
of such deposits; (8) authority of bank 
to pay checks drawn by fiduciaries on ac- 
count of principal; (9) deposits by fidu- 
ciaries to their personal credit of checks 
drawn by or payable to fiduciaries; (10) 
payment of checks against deposits of two 
or more trustees signed by one trustee 
authorized by the other or others. 

The enactment by all the states in the 
Union of the Uniform Fiduciaries Act is 
very much needed to provide a fair and 
satisfactory system of legal rules govern- 
ing the vast volume of banking transac- 
tions in connection with fiduciary paper. 
The American Bankers Association is 
continuously working to that end. 


The Recent Cahan Case 


HILE the recent decision in the 

Cahan case does not cover the entire 
subject of fiduciary paper, it does pro- 
vide a satisfactory rule covering an im- 
portant phase of the subject, namely that 
relating to checks drawn by fiduciaries to 
their personal order. The facts in the 
Cahan case were briefly these: A father 
gave his son, a man of mature years, 
power of attorney to make, sign, indorse, 
deposit, draw and deliver checks and other 
orders for payment of money on two New 
York City banks in which he had deposit 
accounts. The son drew 21 checks signed 
“C. H. C. by C. H. C,, Jr., his attorney,” 
mostly to the order of himself, but- some 
to the order of the Empire Trust Com- 
pany and all were deposited in that com- 
pany to the credit of his personal account. 
More than a year later, the father ascer- 
tained that by means of these checks 
$31,170 had been transferred from the 
father’s to the son’s account and had been 
expended for unknown purposes, not bene- 
ficial to the father. None of them had 
been used to pay any indebtedness of the 
son to the Empire Trust Company. Upon 
this state of facts, the Empire Trust Com- 
pany was held by the United States Cir- 


cuit Court of Appeals, Second Circuit, 
liable to the father for the amount of 
these checks on the ground that the checks 
being drawn by the agent to his own 
order, of themselves charged the Empire 
Trust Company with notice that the agent 
was wrongfully applying his principal’s 
money to his own use and if it failed to 
make inquiry it was liable to the principal 
for the ensuing fraudulent misappropria- 
tion. 


Opinion of Supreme Court 


OLLOWING is the full text of the 

opinion of the Supreme Court, written 
by Mr. Justice Holmes, resulting in a 
judgment reversing the decision of the 
court below: 


“This is a suit brought by the respondent to 
~ ye the petitioner with liability for the proceeds 
of checks drawn upon the Agents of the Bank of 
Montreal or the Guaranty Trust Company, in New 
York and deposited with the petitioner by the 
respondent’s son. The respondent, a Canadian 
lawyer, had accounts with the two banks named 
and in 1916 gave to his son powers of attorney 
to draw checks upon them, both powers being 
general and with no qualification as to the purposes 
for which such checks might be drawn. Beginning 
in July of that year and from time to time down 
to October, 1918, the son drew checks signed with 
his father’s name by himself as attorney against 
his father’s two accounts, payable seventeen to his 
own order, three to the order of the petitioner, and 
deposited them to his own private account with the 
petitioner. All the checks but two were certified 
by the Guaranty Trust Company or accepted by 
the other bank as the case might be. Subsequently 
the son drew out these funds and applied them to 
his own use. The respondent did not discover the 
fraud until the end of 1919, at which time his son 
absconded. The petitioner had no knowledge that 
the son was misappropriating his father’s money 
and no notice other than what was given by the 
form of the checks. The District Court and the 
Circuit Court of Appeals for the Second Circuit 
held that notice sufficient to charge the petitioner 
as matter of law and gave judgment against it, 
the Circuit Court of Appeals adding interest on the 
several items from the date when they were 
credited to the son. 9 F. (2d) 713. A writ of 
—— was granted by this Court. 271 U. S. 


Form of Check Insufficient Notice 


“No doubt the question is, as was said by the 
Circuit Court of Appeals, a question of degree, 
like most questions in the law; but we are of 
opinion that the Court below applied too strict a 
rule to an ordinary business transaction. The 
Court itself pronounced it ‘a hard rule as business 
is ordinarily conducted,’ and seemingly adopted 
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it as much because of authority by which it felt 
bound as because it confidently thought the rule 
right. The petitioner had notice that the checks 
were drawn upon the respondent’s account, but they 
were drawn in pursuance of an unlimited authority 
We do not perceive on what ground the petitioner 
could be held bound to assume that checks thus 
lawfully drawn were required to be held or used 
for one purpose rather ‘than another. In the case 
of checks drawn by a corporation not likely to 
disburse except for corporate purposes there might 
be stronger reasons for requiring a bank to be on 
its guard if an officer having power to draw them 
deposited checks for considerable sums to his 
private account; but it recently has been held 
otherwise by the Judicial Committee of the Privy 
Council. The Corporation Agencies, Limited, y 
The Home Bank of Canada (1927) A. C. 318. 
And when the two parties are father and son, both 
of mature years and in good standing, secret limita. 
tions of the power are a pure matter of speculation 
into which it seems to us extravagant to expect the 
bank to inquire. 


Principal and Not Bank Reposes Confidence 
in Fiduciary 


“The person reposing confidence in the son was 
not the petitioner but the respondent, National Safe 
Deposit, Savings & Trust Co. v. Hibbs, 229 U. §. 
391, 397, and he himself tells us that his confidence 
was unlimited. He put his deposits absolutely into 
his son’s power, and the son, if he drew currency 
as he might, could do with it as he saw fit. The 
notice to the bank was notice only of this relation 
of the parties. The petitioner in permitting the 
son to draw out the money was permitting only what 
it, like the respondent’s banks, wou!d have been 
bound to allow even if the deposit had been ear- 
marked as a trust. The form in which the with. 
drawals took place does not appear. They might 
have been, like the deposits, in checks to the son’s 
own order. All that is known is that the respond- 
ent did not get the benefit of them. But we do 
not place our decision upon that narrow ground. 
For in addition to what we have said, the transac- 
tions went on for over two years and the petitioner 
fairly might expect the respondent to find it out 
in a month or two if anything was wrong. Careful 
people generally look over their bank accounts 
rather frequently. 


Federal and New York Law Harmonized 


“It is very desirable that the decision of 
Courts of the United States and that of the aan 
Court of the State where the business was done 
should agree, as was recognized by the Circuit 
Court of Appeals. The result to which we come 
restores that agreement, at least when the checks 
are certified or accepted by the banks upon which 
they are drawn, as _ was the case here with all but 
two. Whiting v. Hudson Trust Co., 234 N. Y, 
194. The certification did not import a statement 
by the certifying bank that, beside the right of 
the son to draw, established by the power of at- 
torney, the purposes for which the checks were 
drawn were lawful and were known by the bank. 
As the Court remarks in the case cited, ‘The trans- 
actions of banking in a great financial center are 
not to be clogged, and ‘their pace slackened, by 
over-burdensome restrictions.’ 234 N. Y. 406. 

“Tudgment reversed.’ 


Downing Urges Clearing House Examiner Plan 


banking,” Mr. Downing told the banking 


HE extension of the clearing house 

examiner plan, which has worked suc- 
cessfully in thirty-three cities, to the smaller 
communities was declared by John R. Down- 
ing, of Louisville, Ky., president of the 
Clearing House Section of the American 
Bankers Association, to be the most prom- 
ising means of preventing bank failures. 
Speaking before the Convention of the Na- 
tional Association of Supervisors of State 
Banks at Richmond, Va., on July 27, Mr. 
Downing declared that organized banking 
was interested above everything else in 
making banking safe for the depositor, and 
urged each state banking commissioner to 
put the system to an early test by setting up, 
in cooperation with the Comptroller of the 
Currency, at least one district clearing house 
examiner system. 


HE method of the guarantee of bank 
deposits, as a means of preventing losses 
to depositors, has been tried and found want- 
ing because it “set a premium on incompe- 
tence and penalized safe and conservative 


commissioners. While branch banking has 
been hailed by its partisans as a remedy 
for banking failures, Mr. Downing said he 
sincerely doubted that the American public 
was ready for such a development, as it 
was “contrary to the idea of American in- 
stitutions for one community to depend for 
its development upon capital domiciled in 
a far-off center whose executives were not 
conversant with local conditions.” 

An alternative for deposit guarantee and 
branch banking is clearing house examiners 
for banks, on a county, district or even 
a state-wide scale,” Mr. Downing said. 


667 HIS is offered not as a substitute for 
state or national supervision, but as 
a necessary adjunct,” he explained. 

Mr. Downing proposed that state bank 
commissioners set up in the respective states 
clearing house examiner systems to bring 
to the smaller communities the same sort 
of protection that bank depositors now et- 
joy in thirty-three cities. 


Ooms Sea 


— 
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Speak up~ 


they all want to hear you 


You address the banking audience 
of America when you advertise in 
the Rand M¢€Nally Bankers Direc- 
tory. The thousands who use 
this standard reference are looking 
for as complete information as 
possible. 


What distinctive features do you 
offer? Who are your officers, 
directors—not merely some of 
them, but your entire official 
personnel? What specialized 
services do you render? 


Tell the complete story. Give 
all the facts. The little extra 
space required pays for itself 
many times over in attention 
value, prestige and direct returns. 
Note in your own directory how 
most of the representative banks 
and investment houses take ad- 
vantage of this special listing 
service. 

Whatever space you use means 
position next to consulted refer- 


ME&NALLY & GoMIPANY 


Dept. P-8 


536 S. Clark Street, Chicago 270 Madison Avenue, New York 


Washington 


Largest Publishers of Banking Publications in the World 
Official Numbering Agent, American Bankers Association 


ESTABLISHED 1856 


San Francisco 


ence matter. Here your classifi- 
cation is seen not once, but many 
times. By many users per copy 
for each six months’ issue of the 
Blue Book! 


The next semi-annual issue is 
now being compiled. By notify- 
ing us at once you still have time 
to secure special listing. 


Rand M©Nally & Company, Dept. P-8 
536 S. Clark Street, Chicago > 


Please send me complete information about the following checked (x) 
for your attention: 


Los Angeles 


When writing to advertisers please mention the American Bankers Association Journal 


) Bankers Directory 
) Bankers Monthly 
( ) Bankers Service Bulletin ( ) Maps for Bankers 


AMERICAN BANKERS ASSOCIATION JOURNAL 


Special listing 
gives these important 
advantages 


The Bankers Directory (Blue Book) lists 
officers, statements, correspondents, etc., 
without charge. 


Special listing at but slight cost gives 
the greater attention value that comes 
with bold face type and extra space. 


YOUR BANK NAME, officers, etc., in hand- 
set type this size, for example, attract better 
attention than 

Your Bank Name, officers, etc., in ordinary caps 
and lower case. 

The extra space enables banks to show 
complete personnel, special service, 
growth and past record. 


More than 50,000 
subscribers find this 
service invaluable 


Rand MC€Nally service for banks and 
investment houses is used in whole or 
part by more than 50,000 subscribers 
every year. Note that the Bankers 
Directory (Blue Book) and the two 
publications starred (*) all carry adver- 
tising that reaches a responsible and 
responsive list of readers and buyers. 
Mail the coupon for complete information. 


*The Bankers Monthly—The Maga- 
zine for Bank Executives. Covers every 
phase of bank management and develop- 
ment with a selective circulation among 
the larger banks, metropolitan and rural. 
Subscription $5. Send for introductory 
copy, free. 


*The Bankers Service Bulletin—A 
monthly magazine devoted to bank oper- 
ation, equipment, service and supplies. 
Sent to the purchasing officer of every 
American Bank of $25,000 capital and 
over. 


Key to Numerical System of the A.B.A. 
—Official publication of the American 
Bankers Association. $2.50 postpaid. 


How Banks Increase Their Business— 
By G. Prather Knapp. A sound informa- 
tive discussion, based on years of experi- 
ence in every phase of bank development. 
Invaluable for bank and trust company 
executives. 326 pages, cloth. $5 post- 
paid. 

Maps for Bankers—Maps and Atlases 
of every kind for use in bank develop- 
ment, distribution among customers, 
informational use inside bank, ete. 


HAVE YOUR SECRETARY MAIL THIS—TODAY 


) SPECIAL LISTING 
( ) Key to A.B. A. Numerical System 
( ) How Banks Increase Their Business 
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A battery of “Y and E” 
Commercial Bookkeep- 
er’s Desks in operation 
in the Sixth National 
Bank of Philadelphia. 


that worked its 


T saves space—time—labor and 
steps by placing all essentials at 
the finger tips of the bookkeeper— 
that is why the country’s leading 
banks have adopted the “Y and E” 
Commercial Bookkeeper’s Desk. Find 
out how this will work 
and save for you. 
In the space usually oc- 
cupied by the folding 
leaf of a bookkeeping 
machine, this desk pro- 


A desk 


way into favor! 


vides a wind-proof check and deposit 

slip sorter, a signature and card file, 

a check file and extra space for sta- 

tionery. Its telescoped sliding top 

provides ample desk space. 

The neat and efficient appearance of 
an installation of these 
desks only suggests their 
real efficiency of opera- 
tion. Mail the coupon 
today for further infor- 
mation. 


YAWMAN-4/DFRBE MFG.@. 


885 Jay Street 


Rochester, N. Y. 


STEEL AND WOOD FILES—STEEL SHELVING — DESKS — SAFES 
OFFICE SYSTEMS AND SUPPLIES—BANK AND LIBRARY EQUIPMENT 


Yawman and Erbe oateid Company, 


885 Jay Street, Rochester, N 


Please send me a folder on the “Y and E” Commercial Bookkeeper’s Desk. 


A few of the larger users of the 


“Y and E” Commercial Book- 
keeper’s Desk. 


National City Bank, New York... .10 

Liberty Bank, Buffalo 

Lincoln-Alliance Bank, Rochester. .20 

East End Savings and Trust Co., 
Pittsburgh 

Farmers and Merchants National 
Bank, Los Angeles 

Commercial National Bank, 
Youngstown 

Citizens National Bank and Trust 
Company, Cincinnati 


When writing to advertisers please mention the American Bankers Association Journal 
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When Aviation Seeks the Banker 


By EARL REEVES 


Financing of Air Lines Is Done Chiefly by Private Capital Now 
But the Time Is Not Far Distant When Their Operators Will 
Demand the Same Accommodations Now Extended to Other 
Substantial and Profitable Industries. Background is Needed. 


HEN will aviation walk up to 

the banker’s desk and demand 

and receive the same accommo- 

dation now ‘extended to older 
and more firmly established industries ? 

Offhand, the inquiry may strike you as 
academic. The banker’s reaction to avia- 
tion, I suspect, is that these flights by Lind- 
bergh, Chamberlin, Byrd and others are 
spectacular, but certainly not “business” ; 
and, that aviation as a business, as a thing 
touching the. banker in his daily routine, 
is a very distant prospect indeed. 

Is this complacency justified? Isn't it 
likely that aviation will swoop down upon 
us as a banking problem with all the speed 
of the fastest pursuit plane? Automobiles 
and radio became bankers’ problems almost 
overnight, and thousands of bankers had 
to “catch up with 
the procession.” 

I am not prepared 
to give you. the 
month and day 
when aviation will 
step up to the bank- 
er’s door and de- 
mand admission 
among the estab- 
lished, bank - aided 
businesses ; but after 
a survey of the sit- 
uation I have an 
abiding — conviction 
that the hour is 
nearer at hand than 
most of us suppose. 


URN for a mo- 

ment from the 
stunt-bedecked skies 
and get down to 
bedrock; consider a 
few fragments of 
basic fact. 

The sky idols 
startled us, but con- 
sider this: an_air- 
plane engine has 
been run 300 hours, 
full speed, without 
stopping, and that means that this engine 
could have lapped the earth, for it did the 
equivalent of a 30,000 mile non-stop flight. 

Mail planes, one a day each way, crossing 
the Continent in thirty-one hours, have a 
record of 95 per cent of their trips com- 
pleted on time, and of 843,000 letters car- 
ried, less than 5000 lost. 

There were only eight companies carry- 
ing passengers through the air in America 
last year, but one of these had a record of 
almost half a million miles flown, without 
a fatality. 


In military service, including hair-raising 
tests and tactical maneuvers of the most 
dangerous sort, the fatality rate is now one 
in 273,510 miles of flying. 

America already has the longest commer- 
cial air line. The National Air Transport 
operates over 1726 miles, between New York 
and Dallas, and the Pacific Air Transport 
hops 1121 miles, from Seattle to Los Angeles. 

Insurance companies have recognized avia- 
tion, and lately have begun to write air in- 
surance covering all risks in a single policy. 

The first banker-style loan fo a de luxe 
passenger air line may have been made by 
the time this article appears in print—though 
not by a banker. 

The great express companies are nego- 
tiating contracts for hundred-mile-an-hour 
service, via the air route, for high pay loads. 


Quantity production of airplanes-—a view in the Curtiss factory showing a number 


of planes being assembled 


And to this summary I add a little item 
which is rather important for its size—the 
mere addition of wheel brakes to landing 
gear has cut in half the length and speed 
of landing glide, vastly reducing the hazard, 
while new wing structure soon will permit 
slower approach to landing fields. 

I do not mean to imply, here, a belief 
that commercial aviation will start, full 
blast, tomorrow morning as a big business 
among big businesses. On the contrary, 
there are many serious obstacles ahead. 
But this thing has now approached a point 
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where the banker might profitably take to 
heart the recent terse statement of Sir 
Samuel Hoare, flying secretary of the Brit- 
ish air forces. 

“Aviation,” he said, “has a habit of pro- 
viding great surprises, and I, personally, am 
prepared for anything.” 

The banker who is “prepared for any- 
thing” prospers, which is adequate reason 
for having a look at aviation through the 
eyes of leaders in the art, the industry, 
or the business. 

“Mail transportation is here and express 
transportation is in sight,’ Secretary Hoover 
said in a recent interview. “It is doubtful 
if a passenger service will pay now, and 
that is why at this time we should concen- 
trate on express and mail.” 

I found a somewhat similar view ex- 

pressed by General 
John F. O’Ryan, 
who has a double 
claim to fame as 
commander of the 
Rainbow Division 
and head of one of 
the first big air lines 
of the East, Colo- 
nial Air Transport. 

“We operated a 
Fokker tri-motor 
plane, with  eight- 
passenger and bag- 
gage capacity, 140,- 
000 miles without 
property loss or fa- 
talities,’ General 
O’Ryan said. “But 
we have withdrawn 
it from passenger 
service for the 
present. It did not 
pay. 

“The passenger 
charge per person, 
between Boston and 
New York, is $30; 

Ewing Galloway in other words, 
twenty cents a pound 
or less; the express 
rate eighty cents, 
and the contracted mail rate, $3 a pound. 

“The plane cost $40,000, and operating 
costs were correspondingly high. The in- 
surance charge alone—giving protection to 
the plane and contents, to passengers and 
crew and covering damage that might be 
done to public and property below in case 
of a crash—was $8,400 a year. 

“You will see readily that passengers pay 
a relatively lower rate and require a much 
higher mileage cost of operation. 

“A good quality, single motor plane, fully 
equipped, costs $14,000 and has a carrying 
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capacity of 800 pounds. Under present con- 
ditions such a plane should average a re- 
turn of about a dollar a pound for a mod- 
erately long trip. Operating these types 
over the New York to Boston route, our 
gross receipts mounted from a level of $1,100 
for January to $14,000 a month in mid- 
summer.” 


The Air Mail Situation 


ANUFACTURERS of planes, and this 

is by way of a parenthetical remark, 
have figured that sound operation in the air 
demands that a plane be sure of gross tak- 
ings five to ten times the cost of equip- 
ment. This would indicate that the Colo- 
nial now is operating with a wide margin 
of safety, and it may be useful to you in 
judging any aviation project—though I do 
not guarantee that the ratio will remain 
constant, since aviation is not yet an exact 
or “fixed” science. 

“The air mail contract situation presents 
an amazing paradox,” General O’Ryan con- 
tinued. “The rate was fixed by law at 
‘not more than $3 a pound,’ the intent be- 
ing to pay $3 in order to help develop air 
lines for reasons of war strategy. But 
after certain contracts had been let and lines 
were in successful operation, bidding started. 
I know of an instance now where the gov- 
ernment, instead of giving an indirect sub- 
sidy to aviation, pays $1.24 a pound for 
air haul and collects $3.20 a pound from 
the public in air mail charges. Instead of 
being supported by the government, aviation 
actually is helping to support the govern- 
ment.” 

“In your opinion, what obstacles stand 
between aviation and general extension of 
banking facilities?” General O’Ryan was 
asked. 

“First, the natural conservatism of bank- 
ers,” he replied. “That has to be overcome. 
Second, aviation has relatively no back- 
ground on which to base forecasts. And, 
third, what we need is traffic. If we get 
a steady mail load, air express, and finally 
passengers, then we shall be able to estab- 
lish ourselves on a sound business basis such 
as bankers recognize.” 

I found engine and plane manufacturers 
agreed that money is forthcoming for manu- 
facturing purposes, if not directly from 
banks, then frequently from bankers as in- 
dividuals and from business men. 

“A year ago,” said Anthony Fokker, 
plane designer and builder, “if a meeting 
of American business men had been asked 
to consider the wisdom of putting money 
in commercial aviation, the project would 
have been scorned. Now money is avail- 
able for every new and reasonably planned 
enterprise of this sort.” 


Business Now on Cash Basis 


66, AM certain,” said J. F. Prince, treas- 

urer of the Wright Company and 
builder of the Atlantic-flying motors, “that 
there are manufacturers of engines and 
planes today who have no difficulty in ob- 
taining commercial loans if needed. It so 
happens that in our own company we have 
had no need for such financing. We have 
been able to finance ourselves. But the 
business of selling engines, for instance, 
is conducted along automobile lines. With 


the bill of lading for each engine shipment 


America’s greatest need is air ports 
—like the Templehof, Berlin’s air 
terminal, shown here 


goes a sight draft. Automobile com- 
panies do this even with their estab- 
lished dealers. There may come a time 
when a credit system will come, but, 
generally speaking, no engine or plane 
manufacturing concern today has the 
organization necessary to check up on every 
customer.” 

There is, however, at least one manufac- 
turer of finished planes who ‘is selling “on 
tick.” You can buy a plane today for a 
30-per-cent-down payment—but you will 
have to show this manufacturer that you 
have “traffic” in sight sufficient to support 
a plane in the style to which it is accus- 
tomed, including adequate mechanical groom- 
ing at proper intervals. 

In manufacturing both engines and fin- 
ished planes, you will observe, the impon- 
derable elements are beginning to grow less. 
More than half the aviation concerns—all 
kinds—that were in existence at the close 
of the war have disappeared, I am told. 

“Aviators and engineers jumped into the 
business,” Mr. Prince explained. “They 
were good designers, but untrained business 
men. They have learned business, or they 
have disappeared. On the other hand, sev- 
eral businesses which showed promise but 
which were cluttered up with stockholders’ 
loans and inefficiently managed have been 
reorganized, new capital coming in and 
sound financial men taking charge.” 

The business of actually flying for a 
profit—as distinct from manufacturing the 
flying vehicles—is in a more chaotic con- 
dition, though important men see basis for 
optimism. 


Guggenheim’s Activities 


IRM in the belief that we are going to 

have a real air service in the United 
States. is a man who is going to take a 
fraction of the millions extracted from cop- 
per mines and offer it to aviation on a 
bankers’ loan basis. He may go into the 
record as the first man in history to ex- 
tend the equivalent of banking credit facili- 
ties to passenger air lines. 

Aided by a board of directors, including 
men prominent in aviation, Harry F. Gug- 
genheim directs the activities of the Daniel 
Guggenheim Foundation for the Promotion 
of Aeronautics, and has a fund of $2,500,000 
with which to work. He and his directors 
have just decided to use part of the funds 


to extend equipment trust loans to passenger 
lines. 
“The details are not yet worked out,” 


he said. “Conditions may vary with dif- 
ferent companies, so that each case will be 
subject to negotiation as it comes up. 

“We propose to extend to established air 
mail lines which are of proved soundness 
and which have demonstrated their ability 
to operate successfully, credit with which to 
buy equipment for passenger carrying busi- 
ness. We will do it on precisely the same 
basis on which banks operate in loaning rail- 
ways money with which to buy rolling stock. 
It will be necessary for the applicant com- 
pany to have capital in hand sufficient to 
carry them over the initial period of oper- 
ating at a loss and sufficient to establish 
a ground plant. We consider loss inevitable 
in almost all cases until the lines have be- 
come established and recognized by the 
public. 

“An airplane line needs no right of way, 
no franchise, no expensive terminals—the 
cities will furnish the landing fields—but 
each airplane needs its. ground crew, its 
hangar, its machine shop, and proper provi- 
sion must be made for these. 

“A bank, putting out equipment loans, 
might loan up to 60 per cent of the value 
of the equipment, and it may be that that 
will become a normal practice in aviation 
financing ultimately, but I think it likely 
that in the beginning at least we shall loan 
100 per cent, and the interest rate will be 
low. We are not in this to make money, 
of course, but to encourage aviation, par- 
ticularly passenger carrying lines. We want 
to get people into the air. That will sell 
aviation. 

“There will be provision for writing off 
these loans quickly—say in two or three 
years. Airplanes have a high rate of de- 
preciation, naturally, but a higher rate of 
obsolescence. There is no reason why a 
plane need wear out in two years, but my 
guess is that the best passenger plane manu- 
factured today will be obsolete two years 
from now. 


(Continued on page 120) 
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the NEW Burroughs 
Savings Bank Machine 


Posts, Proves, Journalizes and Establishes 
Controls in One Operation 


With this new Burroughs each posting to a savings account is 
proved as soon as it is made—while the account is still in the 
machine. No time is wasted checking for errors. If a mistake is 
made in posting, the machine locks, automatically warning the 
operator of the error. If the posting is correct, the machine prints 
the symbol .00 BAL in the proof column. 


Consider These Features— 
Posting to the ledger card is entirely automatic. 
A journal of real accounting value is obtained. 


Running of deposit or withdrawal journal 
eliminated. 


Control totals established as by-product of 
posting operation. 


Any error is instantly localized to account on 
which it was made. 


Any correction made to an account also appears 
on the journal, and can be checked by auditor. 


Our local representative will gladly demonstrate these important advan- 
tages, without obligation to you. Telephone him today, or write us direct 


BURROUGHS ADDING MACHINE COMPANY 
6428 Second Boulevard - - DETROIT, MICHIGAN ~*~ 


Burroughs Adding Machine of Canada, Limited, Windsor, Ont. 
Sales and Service Offices in all Principal Cities of the World 


ADDING~ BOOKKEEPING~ CALCULATING AND 


When writing to advertisers please mention the American Bankers Association Journal 
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Nations Checks 
Still Safer 


Gilbert Safety has in the white 
sheet non-volatile chemicals which 
produce a stain upon the application 
of ink eradicator; in colors -an even 
surface color plus the chemical treat- 
ment which shows up mechanical 
erasure more clearly than a pattern 
surface color and also shows chemi- 
cal erasure. This double bar makes 
it the 


“Safest of Safety Papers” 


Write today for sample book 
showing various types of Litho- 
graphed and printed checks on 
this new safety paper. 


MANUFACTURED BY 


GILBERT PAPER COMPANY 


Menasha - Wisconsin 


| 


“ASK YOUR LITHOGRAPHER OR PRINTER FOR SAMPLES AND PRICES.” 


When writing to advertisers please mention the American Bankers Association Journal 
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HE largest convention of junior 
bankers in this country was held in 
July at Detroit when the 25th an- 
nual meeting of the American In- 
stitute of Banking drew more than two 
thousand from all sections of the nation. 
A new feature was introduced at this con- 
yention when the first national public speak- 
ing contest was held for the Giannini prizes. 
In other respects, the Detroit program fol- 
lowed the pattern of the past. Eight de- 
partmental conferences, where new and ap- 
proved methods of banking practice were 
discussed, were conducted. Nearly a hun- 
dred different speakers delivered fixed ad- 
dresses. 
It was notable as “a working convention.” 


HE greetings of the American Bankers 

Association to what has been called 
its own “university of banking” were pre- 
sented by Melvin A. Traylor, the titular 
head of the association and president of the 
First National Bank of Chicago. 

At the outset, Mr. Traylor said that a 

man had suggested that he say a few words 
to “pep up” the Institute and to inspire the 
junior bankers. This would be superfluous, 
he remarked, as the A. I. B. seemed to 
have a corner on these commodities. ‘The 
affairs of your organization have been ably 
managed,” he told the convention. “The 
affairs of the American Bankers Associ- 
ation today—and for many years—have been 
very largely in your hands; that is, the 
management has been very largely entrusted 
to graduates from this old alma mater of 
yours, the American Institute of Banking, 
and I want to congratulate you on your 
work because in this training school men 
and women are learning not only to be 
bankers, but also to be executives in the 
bigger affairs of personal contact with out- 
side life, which are so absolutely essential 
and necessary to the every-day affairs of 
this government.” 
Observing that world supremacy in bank- 
ing had ever shifted westward—from Italy 
to Germany; then to Amsterdam and later 
to London, Mr. Traylor said we have been 
told that the center of the world’s credit 
reservoir now rests on the American con- 
tinent. 

“We have tremendous responsibilities in 
being the custodians of the credit of the 
world,” Mr. Traylor continued. “And if, 
as it undoubtedly may be, America today ‘is 
the treasure house of the world, it will main- 
tain that position only to the extent that it 
trains capable men to administer properly 
that responsibility—and that is the oppor- 
tunity that lies before the American Inst1- 
tute of Banking.” 


ROM an educational viewpoint, the 
greatest strides in the history of the A. 


The Convention of Junior Bankers 


The 25th Annual Meeting of the American Institute of Banking 
at Detroit Attracts Record Number. 
Speaking Contest Won by Runkle. 

ences Feature of a Working Convention. Side lights and Notes. 


P. R. Williams, of Los Angeles, President 
of the A. 1. B. 


I. B. were made during the past year, Dean 
Stephen I. Miller, national educational di- 
rector, reported. With the present regis- 
tration of about 35,000, Dean Miller said 
he thought the Institute “had just about 
reached the limit.” 

“But here is the important measure of 
our progress,” be observed. “Four years 
ago, the student enrollment represented 45 
per cent. of the A. I. B. membership. Dur- 
ing the last year, it represented 60 per cent. 
This indicates that the membership is ser- 
iously active—not merely nominal. 

“Also we have had the lowest student 
mortality in history. A few years ago, it 
was 45 per cent. During 1926, the mor- 
tality dropped to 27 per cent. 

A reduction in the size of the classes is 
the next educational goal, he declared. 


HE inspirational part of the first gen- 
eral session came from James A. Baci- 
galupi, president of the Bank of Italy Na- 


tional Trust & Savings Association, now 
the third largest bank in the country. Mr. 


Bacigalupi, a polished and highly skilled 
speaker, told the junior bankers how to 
build a career. The high hat, he empha- 
sized, has no place in American banking 
for in no other country are the banks so 
close to the people as they are in the United 
States. 

Confessing that he had nothing new to 
offer as a formula for achieving success, 
Mr. Bacigalupi said the essentials necessary 
for the building of a banking career are 
the same as those needed for achieving suc- 
cess in any other field of endeavor. These 
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First National Public 
Departmental Confer- 


are character, education, work, common sense, 
balance, and an abiding sense of humor. 

“The man who reaches the top is not 
the man who is content with doing just 
what is required of him,” he stated. “The 
successful man does more than is required 
of him. He acquires the work habit. No 
man gains success on the basis of ‘what can 
I get?’ He must change his attitude to 
‘what can I give?’” 


S usual, the departmental conferences 

were the center of interest. An ex- 
perienced banker was selected to act as lead- 
er of each conference, to present the speak- 
ers, direct the discussion and to develop the 
salient points. 

G. Fred Berger, of the Norristown-Penn 
Trust Company, Norristown, Pa., was lead- 
er of the Bank Administration Conference. 
Orrin C. Lester, of the Bowery Savings 
Bank, New York, was in charge of Savings 
Banking. R. Edwards Chambers, of the 
National Shawmut Bank, Boston, directed 
the conference on Business Development and 
Advertising. Other leaders were: Credits— 
Max Steiner of the Chicago Trust Com- 
pany, Chicago; Checks and Collections— 
Harry Bischoff, First National Bank, St. 
Louis, Mo.; Trust Functions—Earl I. 
Vaughan, Fidelity National Bank and Trust 
Company, Kansas City, Mo.; Investments 
and Investment Banking—H. S. Yenne, 
Cleveland Trust Company, Cleveland, Ohio; 
and Audits and Accounting—Joel B. Fort, 
Jr., Nashville branch of the Federal Reserve 
Bank of Atlanta. 


HE distinction of being the initial win- 

ner of the $500 first prize in the nation- 
al public speaking contest went to Harold 
W. Runkle, of the Security Trust and Sav- 
ings Bank, of Los Angeles. His oration, 
“Looking Ahead with the A. I. B.,” was 
adjudged to have been the best of seven 
addresses delivered. C. A. Gunderson, of 
the Merchants Trust Company, St. Paul, 
was awarded the $250 second prize, while 
L. R. Johnson, of the Lincoln Bank, Ta- 
coma, Wash., was the winner of the third 
prize of $150. 

The Detroit debating team won the cup 
for the second successive year when the 
judges decided that it had outpointed the 
New York chapter debaters in upholding 
the negative end of the question: Resolved 
that Building and Loan Associations, Fi- 
nance Corporations, and similar institutions, 
which are virtually doing a banking busi- 
ness, be subjected to the same government- 
al regulations and restrictions as state banks 
in the states in which they operate. 


R. WILLIAMS, vice-president of the 
@ Bank of Italy National Trust & Sav- 
ings Association, Los Angeles, will be the 
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new president of the American Institute of 
Banking, having been elevated from the 
vice-presidency- to this position. Frank M. 
Totton, assistant cashier of the Chase Na- 
tional Bank, New York City was unopposed 
for the national vice presidency. The four 


HE general convention was held in the 
new Masonic Temple, a $7,000,000 struc- 
ture. 

Built of Indiana limestone, the architec- 
ture of the structure is Gothic. It is an 
impressively beautiful edifice, with lofty 
battlements that give it a touch of the gran- 
deur of the feudal age. 

The great gold and buff hall in which 
the sessions were held, was ideal for the 
purpose. 

Each chapter was identified by a ten-foot 
standard, with the name of the town writ- 
ten on the summit. This great forest of 
standards made the hall look more like a 
national political nominating convention in- 
stead of an assembly of bankers. But, of 
course, there was none of the wild scenes 
and demonstrations that mark the political 


gatherings. 


HERE is a good deal of similiarity in 
an A. I. B. convention and an A. B. A. 
convention. 

The business of the convention is con- 
ducted at general sessions. Both organiza- 
tions hear at least one outstanding address 
at each of these meetings. The delegates 
break up into smaller groups to attend the 
divisional and sectional meetings in the case 
of the senior bankers, while the junior 
bankers have departmental conferences. 

At Detroit, several! hundred attended some 
of the departmental conferences. Bank 
Management seemed to be the most popular 
if attendance may’ be used as the standard. 
There is only one session of a division or 
section of the American Bankers Associ- 
ation at an annual convention but the de- 
partmental conferences of the A. I. B. ex- 
tend over a period of three days. Each has 
a leader and the open forum method of dis- 
cussion is encouraged. 


* * 


HE junior bankers take their . politics 

zestfully. The air is charged with ex- 
citement until the elections on the final day 
of the convention and the electioneering 
goes on at a merry clip. There is no back- 
wardness on the part of the candidates. 
Great signs are hung in the lobby of the 
headquarters’ hotel to advertise their names. 
Printed folders are distributed, setting forth 
the qualifications of the respective men—for 
so far no woman in banking has been elected 
to the Executive Council or one of the 
higher offices. Novel methods are employed 
to impress the personality of the candidate 
on the delegates. This year one of the 


seven candidates for the four open places 
on the Council hailed from the northwest. 
A shingle fan made out of red cedar was 
distributed to promote his cause: “Big Tim- 
ber from the Northwest” was stamped on 
it, above his likeness that appeared on it. 
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new members of the Executive Council are: 
Carl E. Lindquist, Puget Sound National 
Bank, Tacoma, Wash.; Joel R. Parrish, 
Farmers’ State Bank, Woods Cross, Utah; 
William E. Richards, Jr., City Deposit Bank 


of Pittsburgh, Pa., and Paul Angell, of the 


High Lights and Impressions of the Convention 


At the first general session, a represent- 
ative of each candidate is permitted to set 
forth his qualifications in a brief speech. 
The night before the election, the delegates 
are broken up into eight caucuses and the 
candidates personally appear before them. 
They are subjected to searching questioning 
after completing their talks, and there is 
usually a great deal of good natured joshing. 

There was plenty of imagination in the 
campaign speeches. One manager said his 
man was “an earth inductor compass—he 
could lead you straight through the fog.” 
Another hailed his as “Our Lindy.” “He's 
a wheel horse—put his shoulder to the 
wheel” was the appeal from another. 


* * * 


OME of the most widely known bank 
presidents in the country left their desks 
to participate in the convention. 

Melvin A. Traylor, president of the First 
National Bank of Chicago, came to Detroit 
as President of the American Bankers As- 
sociation to express greetings from the 
American Bankers Association to the Ameri- 
can Institute of Banking. John H. Puelich- 
er, president of the Marshall & Ilsley Bank 
of Milwaukee and former President of the 
American Bankers Association, was another 
notable figure. Mr. Puelicher was the first 
chairman of the Executive Committee of 
the A. I. B. He was due to deliver the 
featured address at the session, which was 
devoted to the annual debate and the na- 
tional public speaking contest. At the con- 
clusion of the debate, with the seven con- 
testants for the Giannini prize waiting to 
declaim, Mr. Puelicher observed that the 
audience would hear a great deal of public 
speaking and said he would rest content by 
having his prepared address printed. 

James A. Bacigalupi, president of the 
Bank of Italy National Trust & Savings As- 
sociation, traveled across the continent to 
make an inspirational talk on building a ca- 
reer. A. E. Adams, president of the First Na- 
tional Bank of Youngstown, Ohio, discussed 
means by which savings banks can meet 
building and loan competition for savings. 
H. H. McKee, president of the National 
Capital Bank of Washington, D. C. ana- 
iyzed the new McFadden Banking Act. 

The sixth president of a bank to address 
the conference was Byron W. Moser, head 
of the Security National Bank Savings & 
Trust Co. of St. Louis, who discussed how 
to secure profitable business. 


* * * 


EFLECTING the growth of women in 

banking, there seemed to be a greater 
representation of women than ever before 
in the groups that discussed banking prac- 
tices. Miss Emma Duerrwaechter, who is 
president of The Germantown State Bank of 
South Germantown, Wis., and one of the 
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First National Bank, Birmingham, Ala. 
There was a spirited contest for the coun- 
cil as there were seven candidates for four 
places. 
Philadelphia was chosen as the city in 
which the 1928 convention will be held. 


few women to serve as a head of a bank, 
entered into the discussions in the confer- 
ence on bank management. Miss Marion 
Turner of New York City was one of the 
seven contestants for the public speaking 
prizes. 

Miss Adelia Hampel, of Little Rock, as 
chairman of the National Women’s Commit- 
tee, reported that there was a record of 
39,608 women in banking. New York City 
was not included. There are 4,337 women 
enrolled in the standard courses offered by 
the A. I. B. 

There were 300 women at the annual meet- 
ing of the committee at Detroit. Miss Gene- 
vieve Nevin of the Northwestern National 
Bank of Minneapolis was elected chairman 
for 1927-28. 

Mrs. Helen P. Hamilton of the Montclair 
Savings Bank, Montclair, N. J., was the lone 
woman on the list of the convention speakers. 
She addressed the Savings Bank departmental 
conference on service departments. Miss 
Kyrren Kittleson, supervisor of thrift of 
the American State Bank at Highland 
Park, Mich. supervised a practical demon- 
stration of thrift instruction in public edu- 
cation before this conference. Twenty lit- 
tle children from the fourth grade showed 
how a school bank could be run, handling 
the entire banking work and acting as 
cashiers, bookkeepers and auditors. 


* * 


LYING to bankers’ conventions is com- 

ing more and more into vogue. Herbert 
Fox, president of the Nashville chapter, 
flew to Detroit from the Tennessee city. 
Dan A. Schryver, of the Citizens Trust and 
Savings Bank of Columbus, Ohio, came by 
the air route in his own plane while a num- 
ber of junior bankers from Buffalo chartered 
one of the large passenger carrying planes 
for the swifter. journey. 

During the convention, a large number 
of the visitors went up in the air for the 
first time in one of the all-metal aeroplanes 
that Henry Ford is building. Ford’s com- 
pany urged the delegates to view Detroit 
from the air: 

“For fleecy clouds shall be your mates, 
And atmosphere your roller skates,’’ 
the advertising dodger promised. 
* * 


A. I. B. had its official paper—The 
Daily Institute—during the week. Each 
day this breezy and well edited newspaper 
appeared, reporting the sessions, chronicling 
the news and passing on the gossip and small 
talk of the delegates. It was smaller in 
size than the regular newspaper, consisting 
of five columns and eight pages. 

The paper covered all of the department- 
al conferences and gave the high points in 
each address. It was profusely illustrated, 


(Continued on page 143) 


August, 1927 AMERICAN BANKERS ASSOCIATION JOURNAL 


There is No Substitute for Mar 


~ 
Ine of the EVERYDAY USES of MAR. 


Maree despite its elegance, is so enduring, so readily available, so easy 
to keep clean and so free from cost of replacement, that it is actually 
the most economical of all materials for the interior finish of buildings 
of a better character—both commercial and residential. 


A series of illustrated folders detailing the advantages of marble in the home or public buildings are 
yours for the asking. Write to Department G-9 for the ones that interest you—no obligation, of course. 


NATIONAL ASSOCIATION Of MARBLE DEALERS 
ROCKEFELLER BUILDING - CLEVELAND - OHIO 


When writing to advertisers please mention the American Bankers Association Journal 
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Good Investments for Small Banks 


By HERMAN SAFRO 


In Addition to United States Government Bonds, Municipal 


and Federal Land Bank Issues Are Prime Securities. 


They 


Constitute Another Backlog of Secured Obligations for Banks 
Already Holding a Reasonable Amount of Treasury Bonds. 


NUMBER of banks throughout 

the country are now giving con- 

sideration to their United States 

government bond holdings in view 
of the fact that the long term issues are 
selling to yield only 3.35 per cent tax ex- 
empt to optional maturity dates. 

My opinion is that. over the long period 
United States government bonds would en- 
hance in price to an extent that would make 
their retention profitable and offset to a 
considerable degree the lower yield during 
the time they will have been held. This 
viewpoint receives renewed support from the 
fact that the government has exercised its 
option to retire the remaining $1,200,000,000 
Second 4%s on Nov. 15, 1927, thus reducing 
the supply of long term issues. 

It is not yet known to what method the 
Treasury Department will resort in its re- 
funding operation, although it is felt in 
some quarters that this may, in large part, 
be accomplished through the medium of 
short term issues. One basis for this view- 
point lies in the fact that the Treasury 
should have maturing obligations on the 
quarterly tax payment dates about equal in 
amount to the taxes it receives, so that the 
money market will not be influenced by these 
payments and the transactions will auto- 
matically wash. 


T is not suggested that moderate size 

banks dispose of these bonds on account 
of their low yield and venture into other 
classes of securities, but for some institu- 
tions which desire to add other prime securi- 
ties to their bond holdings, there are sev- 
eral classes of investments in which funds 
of a more or less permanent character can 
be placed. 

Among the highest grade are municipal 
bonds and Federal Land Bank bonds. These 
two classes enjoy high investment standing, 
with a fairly ready market. However, it 
must be remembered that they are not as 
actively traded in as United States govern- 
ment bonds, are not listed on the New York 
Stock Exchange, and are not available as 
collateral with the Federal Reserve banks. 
The first two points may be of no conse- 
quence to many, while the alternative of 
the latter feature is that borrowings with 
these bonds as collateral can usually be ar- 
ranged with correspondent banks in the 
large cities. 

Based upon market conditions at this time 
(July 25), prime long term municipal bonds 
can be purchased to yield from 3.85 per cent 
to 4.15 per cent free of the Federal income 
tax. Bonds of this character are exempt from 
taxation within the state of issuance, but 


‘Finish 


The American people lent the money 
to Uncle Sam—now he is finishing 
the job of paying it back 


many states tax the municipal obligations 
of other states. In the class of high grade 
municipals would come such issues as New 
York City 4s and 4%s due in 1977,- now 
available on a 4 per cent basis; Baltimore 
4s due 1954, at par; San Francisco 4%s 
due 1958, on a 4.15 per cent basis, and many 
others which constitute direct general obli- 
gations of the entire city and are payable, 
both principal and interest, from unlimited 
ad valorem taxes levied against all the tax- 
able property within the community. Recog- 
nized legal opinions accompany each pur- 
chase—with the exception of New York 
City bonds, which do not carry this cus- 
tomary opinion. 


A satisfactory market can usually be 
found for these securities among municipal 
bond houses. They naturally are responsive 
to conditions in the investment market and 
may be expected to increase in value when 
and as other prime issues do so. It is in- 
teresting to know that in 1901 City of 
New York 3% per cent long term obliga- 
tions sold to yield 3.12 per cent, while 
Detroit, Mich., School 3%s sold on a 3.03 
per cent yield, and State of Massachusetts 
3s on a 2.83 per cent basis. 

Federal Land Banks, of which twelve 
are in existence, were organized under the 
supervision of the United States govern- 
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ment through the Federal Farm Loan Act. 
They had originally a capital of $9,000,000, 
which was increased through the operation 
of the system to over $57,000,000. The 
holdings of the Federal government in the 
capital stock of these banks have been re- 
duced in the ten years of their existence to 
$1,058,000, as of last November. During 
this period the Federal Farm Loan Asso- 
ciations acquired over $55,000,000 capital 
stock, part of the proceeds of which was 
used to retire the stock owned by the gov- 
ernment as required under the provisions of 
the Farm Loan Act. 

The Federal Land Bank bonds are se- 
cured by first mortgages on farm lands to 
an amount not exceeding 50 per cent of 
the value of the land and 20 per cent of the 
value of the permanent insured improve- 
ments as appraised by Federal appraisers; 
or secured by collateral consisting of an 
equal amount of United States government 
bonds. Each mortgage is limited to $25,000 
and is guaranteed by the local National 
Farm Loan Association, whose stock, which 
carries a double: liability, is owned by the 
borrowers and members. The mortgage 
debt is reduced each year by payments on 
account. The effect of an agricultural de- 
pression in one part of the country would be 
felt in only a small degree, if at all, in the 
market situation, as all twelve banks are 
primarily liable for interest and ultimately 
for the principal of each bond. 

These bonds are not government obliga- 
tions, nor are they guaranteed by the gov- 
ernment. They are the secured obligations 


.of the banks operating under Federal char- 


ter; they have governmental supervision, 
the government being represented on_ the 
board of directors of each bank. It is of 
interest to note that the United States Treas- 
ury Department purchased for the United 
States Life Insurance Fund over $100,- 
000,000 of these bonds. They are exempt 
from Federal, state, municipal and_ local 
taxation; are available with final maturity 
dates from 1941 to 1957 and optional ma- 
turities, at the pleasure of the banks, from 
1931 to 1937; they now yield from 4.26 
per cent to 4.13 per cent tax free, figured to 
the latter dates. 


N his annual report to Congress on Dec. 9, 
1926, the Secretary of the Treasury said: 
“Bonds of the system, offered to the in- 
vesting public, are entirely sound and their 
popularity is continually increasing. It is 
earnestly believed that with the passage by 
Congress of the necessary remedial amend- 
ments to the act, and with continued intro- 


(Continued on page 138) 
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Your Collection System Can Be 
Simple and Accurate too--- 


1— Collection Letter — 


TRUST & SAVINGS BANK 


2— Permanent Register — 


3 — Credit Ticket ————— 
4— Debit Ticket 
5 —Advice 


peer 


The Baker-Vawter Plan Cuts Out Profit Leaks 


HE profit made by your Collec- 

tion Department depends greatly 

on the simplicity, dependability 
and economy with which the business 
is handled. 


With the Baker-Vawter plan all neces- 
sary records are made at one writing— 
with pen or typewriter. There is prac- 
tically no chance for errors. If the first 
copy is correct, all copies must be. 


This plan is adaptable to Foreign or 
Local Collections. The Collection 
Letter, Permanent Register, Credit 


Ticket, Debit Ticket and Advice are 
all included. If any of these are not 
used in your bank they may be 
omitted. 


Baker-Vawter has published an inter- 
esting booklet containing many ideas 
that will help cut corners in your 
Collection Department. It is called 
“Simplifying Your Collection Routine.” 


A copy will be sent free to any bank 
executive. Just return the coupon. It 
costs nothing and will give you some 
helpful ideas. 


BAKER—VAWTER ComPANy, TONAWANDA, N. Y. 


BAKER-VAWTER 


DIVISION of REMINGTON RAND 


The Baker-Vawter 
Man is a record form 
Specialist. He will 
gladly give you the 
benefit of his exper- 
ience without obliga- 
tion. 


Mail 
this 
Coupon | 
Today! 


Baker-Vawter Co. 

Dept. A-8, Tonawanda, N. Y. 
: You may send our booklet, 
: “Simplifying Your Collection 
Routine.” 


When writing to advertisers please mention the American Bankers Association Journal 
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The Trial of Investment Savings 


By A. E. ADAMS 


President, The First National Bank, Youngstown, Ohio 


By Changing the Guarantee of Repayment of Savings Deposits 


Banks Can Place Themselves on a Competitive Basis. 


Result 


of Two Year Test of Investment Savings Proves People Will 
Deposit to Get Higher Rate. 


BREAK with the tradition of the 

past is necessary if bankers are 

to meet the competition of the 

building and loan associations for 
the savings of the people. I think the time 
has come when bankers are justified in de- 
parting from the established practice of 
guaranteeing the withdrawal of savings de- 
posits practically on demand. Frankly, it is 
my opinion that the change will not only 
enable banks to save themselves from be- 
ing outdistanced, but will enable them to 
render a greater service to their communi- 
ties than they ever have before. 

The savings bank is the only institution 
on the face of the earth that has not gone 
through revolutionary changes in the past 
century. For upward of fifty years, in- 
creases in the savings handled by banks have 
been falling behind both in the total of 
wealth of the country and the income of the 
people. There is no mystery as to why 
banks doing a savings business are lagging 
behind: building and loan companies, as well 
as many other institutions which handle sav- 
in&s, offer more attractive terms than banks. 

While some bankers generally look upon 
this as about the most complicated problem 
with which they are confronted, personally 
I am satisfied that, stripped of its confusing 
inconsequentials, it is about as simple as 
any problem can be. 


A Tremendous Advantage 


HE building and loan company has obvi- 

ous and clear advantages over the bank. 
Most of these advantages, such as those 
which grow out of preferential taxation and 
loose state laws, are of no great conse- 
quence. But there is one of them which 
is enormous: the difference in what it guar- 
antees with respect to repayment. The es- 
tablished practice of banks is to guarantee 
to pay deposit obligations either on call or 
upon such short notice as for all practical 
purposes to constitute call, while the build- 
ing and loan companies do not guarantee to 
repay the moneys intrusted to them at any 
specified time. 

This means that while the banks must 
carry substantial cash reserves and substan- 
tial supplementary reserves in liquid assets, 
the building and loan companies can run 
safely with a negligible cash reserve and 
no supplemental reserve at all. The cost 
of carrying a cash reserve is a substantial 
item; so also is the cost of carrying a sub- 
stantial reserve in liquid loans and securi- 
ties. Liquid loans and securities command 
only the lowest going rate of interest. An 
institution which is able to invest all of its 


funds except a negligible cash reserve in 
slow loans which command, as slow loans 
always do in this day, the highest going rate 
of interest is in such a position of advan- 
tage that no bank operating as we now do 
can compete with it. 


Must Change Guarantee 


HESE two classes of institutions can be 

put on a competitive basis only through 
a change which will make their guarantees 
of repayment similar. It is futile to discuss 
the question of requiring building and loan 
companies to carry reserves so long as their 
guarantee is what it is. There is no occa- 
sion for them to carry a reserve. Speak- 
ing broadly, the moneys they hold are pay- 
able not at the convenience of the owner, 
but at the convenience of themselves. No 
state legislature is ever going to require in- 
stitutions whose debts are payable only at 
their own convenience to carry cash reserves. 
There is no state in which building and loan 
companies are required to carry such re- 
serve, nor is there any reason why there 
should be. 

These are the essential facts with respect 
to the fundamental and controlling differ- 
ence between the two classes of institutions. 
They are not pleasant facts for the banker 
to face, for they leave him but two alter- 
natives, and neither of these alternatives is 
at all to his liking. He must either sit 
supinely by and watch the building and loan 
companies attain such proportions as _ will 
make them the outstanding leaders in the 
savings field, or he must make a radical 
change in his own established practice. 

Some of us would like to deceive ourselves 
about this matter. We do not take kindly 
either to the thought of stepping back into 
second place or to the thought of making 
the kind of change in the guarantees we 
extend to our depositors which is necessary 
to put us on a competing basis. But it is 
always folly not to face facts squarely. Our 
alternatives are just these two: Either we 
relinquish leadership to the building and 
loan companies or else adopt for some part 
of our business at least that form of guar- 


104 


Growing Need for Slow Loans. 


antee or lack of guarantee which has given 
the building and loan companies their amaz- 
ing growth and momentum. 


Trial of Investment Savings 


S to which of these courses we should 
pursue, there may be differences of 
opinion, But my opinion is that banks 
should change their practices and the in- 
stitution with which I am connected is ex- 
pressing its views in acts. I am not sure 
that we, ourselves, have found the exact 
answer to this problem of building and loan 
competition, but after two years’ trial we 
are satisfied that we are on the right track 
and that our plan is sound at least in prin- 
ciple. 

On July 1, 1925, we opened a segregated 
department which we call our investment 
deposit department. There is no provision 
in the laws of Ohio for such a department, 
but neither is there anything in the banking 
statutes antagonistic to it. In this depart- 
ment we accept what we designate as “in- 
vestment savings deposits” upon what are 
substantially the following conditions: The 
depositor can withdraw at his own pleasure ' 
when and if there is cash in this segregated 
department available. But if no cash is 
available in this department, he can neither 
require us to transfer funds from other 
regular banking departments nor to pay him 
through any other method at any specific 
time.. If there are no funds, the depositor 
must give notice, and the department must 
cease making loans. Then the depositor is 
to be paid in the order in which his notice 
is received, out of funds realized from the 
loans in this segregated department as and 
when the loans are liquidated. All the loans 
in this department are kept separate and 
apart from all of the other loans of the 
bank, and so long as the bank is solvent 
the depositor must be satisfied to receive 
payment only out of the proceeds of these 
segregated loans or out of moneys deposited 
in the department by other depositors. In- 
terest is figured only twice a year and none 
is allowed on sums withdrawn between in- 
terest periods. 

As the laws of the state now stand, if the 
bank were to become insolvent, these invest- 
ment depositors would become common 
creditors with all other depositors and would 
have the same protection from the bank’s 
own capital which other depositors have. 
Thus, their deposits are as safe as any others 
in the bank, and they have surrendered noth- 
ing except the right to withdraw at their 
own pleasure. In consideration of this sur- 

(Continued on page 131) 
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As Cartoonists View Events of the Day 


“Uncle, We'll Need Some of Next 
Year’s Surplus.’—Temple in the New 
Orleans Times-Picayune 


From One Good Neighbor to Another. 
—Smith in the Chicago Herald and 
Examiner 


Where Uncle Is a Willing Loser— 
Knott in the Dallas News 


Judging From the Sailing Lists, It’s 

Going to Be Rather Lonesome Over 

Here This Summer—Hanny in the 
Philadelphia Inquirer 


NOT AS SOFT AND 


EASY AS HE Was , 


BACK IN THOSE Days 


They're Teaching Him to Be Hard 
Boiled—McCutcheon in the Chicago 
Tribune 


One Way to Stop Debt Cancellation 
Talk.—Morris in the Passaic Daily 
News 


It’s All Wrong.—Hanny in the Phila- 
delphia Inquirer 


The Business of Raising a Valuable 
Bird—Alley in the Memphis Com- 
mercial-A ppeal 


Putting It Up to the Old Man— 
Halladay in the Providence Journal 


105 
4 
A 


AMERICAN BANKERS ASSOCIATION JOURNAL 


FORT WORTH—THE GATEWAY TO 


THE WEST 


(Sky Line of Fort Worth—May, 1927). 


When Planning Your Trip 
to the A.B.A. Convention at Houston 


—see that your ticket routes you via Fort Worth, either going 


or returning; 


— if you can not be directly routed through Fort Worth, then 


include our city on a side trip. 


@ You will want to see Fort Worth—the key- 
city to West Texas, where there is an empire 
in the making. 


@ Fort Worth is distinctive among the cities 
of Texas because it dominates in Livestock, 
Grain, Oil, Railroads and Manufacturing. 


@ You will be interested in seeing the progress 
of Fort Worth under its business man’s council 
—city manager form of government. Our 
city’s present development is the talk of the 
State. 


@ Your trip to Fort Worth will be interesting 
as well as enjoyable. 


We want to entertain you! 


Fort Worth Clearing House Association 
MEMBERS 


First National Bank 
Fort Worth National Bank 


Stockyards National Bank 
Texas National Bank 


Fort Worth State Bank 
Continental National Bank 


When writing to advertisers please mention the American Bankers Association Journal 
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MEMBERS 
of the 
AMERICAN 
BANKERS 
ASSOCIATION 


A welcome awaits you 
that comes from the hearts 


of the people of Houston 


HEN you return to your 
O€4) home after the A. B.A. 
Convention, we want you to 
. remember Houston not only .. . asa city 
where you and your fellow-bankers from all parts of the nation rubbed 
shoulders and discussed financial problems, and the effect of the west- 
ward trek of empire on the financial fabric of the nation . . . but as a 
city where you found comfort and relaxation . . . in some of the finest 
hotels in the South. . . in the country and yacht clubs . . . a city where you 
received a healthy coat of tan from playing on the many golf courses . . . bathing in the delight- 
ful waters of nearby beaches . . . sailing on Houston yacht club boats . . . fishing for sporty tar- 
pons, Spanish mackerel! and red fish. 


Here is a great terminal city in the Southwest . . 
served by 18 railroads which bring in direct connection 
with this city over 64,000 miles of track, or about 25 per 
cent of the entire railroad mileage of the United States 

. where a new world port has risen in a few short 
years to ninth in point of tonnage in the nation, a port 
attended by 58 steamship lines and 16 oi] tanker lines, 
that during 1926 carried 10,576,236 tons of cargo valued 
at $415,578,832. 

. a city that is in the refining center of an oi} 
empire of a 600-mile radius in which is found one-half 
of the oil production of the world . . . a city within a 
radius of 100 miles of which is produced 85 per cent of 


the sulphur of the world . . . a leading terminal port for 
a commodity of which Texas produces one-third of the 
entire production of the nation, a commodity greater in 
value than the entire raw production of all the gold, sil- 
ver, lead, zinc and copper of the nation, This commodi- 
ty is cotton. 


. a city where in spite of rapid industrial growth, 
aesthetic development has kept apace. Its Art Museum 
has the largest gallery space in the South. Its University, 
Rice Institute, is architecturally one of the most beauti- 
ful in America and scholastically is worthy of the cul- 
ture of any city in the New World or the Old 


You are cordially invited during this convention to make the First National Bank 
one of your headquarters. Although an old bank, its new building with its massive 
artistic lobby that extends an entire block, reflects the spirit of Houston. 


We are looking forward to your visiting the First National Bank while you are in convention here in Houston. 


Mark “A. B. A. Convention” on your calendar for October 24th to 27th 
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The Debt-Paying Possibilities 
Wheat 


By CHARLES MOREAU HARGER 


Change in Methods of Harvesting Gives Promise of More 


Funds to Reduce Notes. 
Farmers Work Their Way Out of Debt. 
Wheat Money Was Spent. 


RYING to make an estimate of ex- 

actly what is to be expected from 

his community in financial recupera- 

tion, a farm-country banker set down 
the approximate percentages into which must 
be divided the income of his rural custom- 
ers. He gave 25 per cent to the cost of 
production, including seeding, harvesting, 
and marketing; 45 per cent of current ex- 
penses of the family and operating forces; 
15 per cent for taxes, interest, reasonable 
interest on the investment; 10 per cent for 
depreciation of buildings and equipment; 5 
per cent for surplus or debt paying. 

These figures are, of course, only tenta- 
tive; they might vary with individuals or 
with communities and certainly vary greatly 
with the abundance of the crop yield. How- 
ever, the banker backed up his estimate with 
concrete examples. 

“IT have,” he said, “a customer with a 
240-acre farm. He is a steady and ener- 
getic worker and does all his business with 
us, so I am familiar with his financial con- 
dition. The past five years he has just 
played even. He owes us almost exactly 
as much as he did five years ago. Another 
farmer five years ago had 300 acres of land 
paid for and was out of debt. Today he 
owes us $12,000. He was not content with 
farming his own land, but rented more, put 
in wheat and lost it; bought another 160- 
acre tract—and he will never get out of 
debt without a miracle. The possibility of 
laying aside something with which to liqui- 
date debts seems to be meager with most 
of our farm customers.” 


Only 14 Bushels Per Acre 


N all the discussions regarding “farm 

relief” the wheat belt has occupied a 
prominent position as the premier area where 
the one-crop system with a world market 
as its base has been most unstable. The 
cotton section has its restrictions; the corn 
belt is limited in scope and includes the 
entire livestock industry as a modifying 
infiuence. Wheat is raised all through the 
western states in quantities that for several 
make it the foundation of the year’s return. 
Hence its possibilities in debt-paying have 
become of much importance. Thirty-eight 
states are raisers of wheat to an extent that 
gives them a place in the government re- 
ports. For this season the winter wheat 
states planted 41,807,000 acres to that cereal. 
Of this area four states, Kansas with 11,- 
962,000, Oklahoma with 4,558,000, Texas 
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UST what is the power 

of wheat as a debt payer? 
In the accompanying article 
Mr. Harger discusses that 
question and indicates that 
whatever the debt-paying 
power of wheat may be de- 
pends in the last analysis 
upon the business judgment 
and the industry of the 
wheat farmer. That busi- 
ness judgment is sometimes 
at fault he reveals by quot- 
ing the words of an officer 
of a Federal Land Bank 
who finds some farmers 
have mistaken the purpose 
of these institutions. 


with 2,322,000, and Nebraska with 3,569,000 
acres, had more than half the total of the 
nation. If we add Colorado with 1,509,000 
and Missouri with 1,619,000 acres, we have 
more than 62 per cent of all the winter 
wheat in six states. The spring wheat sec- 
tion, North Dakota, South Dakota, Minne- 
sota, and Montana, add about 16,000,000 
acres to the wheat growing area. The esti- 
mate of the government is that there will 
be produced this year approximately 800,- 
000,000 bushels of wheat of all kinds. This 
is an average of a little more than fourteen 
bushels per acre. 


In this wheat belt has been for five years 
a large number of bank suspensions, and 
the difficulty of securing from the income 
any debt-paying power has been manifest. 
Complaint has been loudly voiced that there 
is too low price for the product; coopera- 
tion has been sought, but only about 10 
per cent of the wheat raisers have joined 
the pools formed to control the output. 
The wheat raiser has been depending on his 
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Purpose of Land Banks Was to Help 
How $150,000 of 
Detroit Got Most for Machinery. 


own initiative and has endeavored to save 
enough from the cost of production to liqui- 
date the obligations assumed so freely when 
conditions were more favorable. He recalls 
that wheat was once $2.75 a bushel, and he 
believed that this was a fairly permanent 
price level. On that basis land was worth 
$200 or more an acre. Similarly corn that 
averaged in the state of Iowa forty-six 
bushels per acre and sold for $1.60 a bushel 
was a basis for prices of real estate run- 
ning up to $300 and $400 an acre. 


Favorable Factors 


| omaha sold last year at the primary 
interior markets in August at ninety- 
five cents a bushel. This year the price is 
twenty-five and thirty cents higher. Here 
is a direct increase in the income per acre 
and an added possibility of making the sur- 
plus, after all expenses are paid, more satis- 
factory. But outside this rising price level 
—the effect of a short crop compared with 
previous years and influenced by the stead- 
ily increasing domestic demand of our 
growing population—is another factor that 
is having its bearing in helpful effect for 
the financial status of the producer—who 
in most instances is also a borrower of the 
local bank. 

This new phase of wheat growing comes 
from the rapid extension of power farm- 
ing. Less than a decade ago plowing and 
harvesting were by horsepower. The proc- 
ess was long and expensive. The reaper 
with its following group of workers merely 
cut and left in bundles the ripe grain. The 
bundles must be gathered, stacked and later 
threshed. The harvest process was an ad- 
venture—a dozen to twenty men were needed 
to handle the grain and get it to market 
or the granary. If weather were unfavor- 
able, they must be paid lest they be not 
available when the sun shone again. In 
war times harvesters demanded and received 
$6 to $8 a day; later they were paid $5 
a day—and from 30,000 to 50,000 itinerant 
workers swarmed from the eastern cities. 
to share in the bounty of the wheat belt. 

Along has come the combine—a machine 
that, drawn by a tractor, cuts and threshes 
the grain and pours the finished product 
into a truck driven alongside the machine. 
The farmer and two boys can operate it 
and cut 300 to 500 acres of wheat with no 
other help. The harvesters who flocked 
into the wheat belt this year, despite warn- 

(Continued on page 136) 
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OF INTEREST TO. 


TRAVELERS 


HERE AND ABROAD 


& Company, Yew York. owe of the Gare department sores. 


“BETTER THAN. GOLD 
for. TRAVEL” says 


B. ALTMAN & Co. 


"We find ABA Certified Cheques the ideal form of travel money 
for our traveling representatives, They are better than gold for 
travel. They are convertible into cash anywhere; vet they afford 
complete protection against loss or sheft” 

This ix the statement of Col. Michael Friedsam, President of B. 
Aliman & Company of New York. 

ABA Cheques are the official travelers cheques of the Amer. 
ican Bankers Association. They are widely used by experienced 
travelers amd are obtainable at more than 11,000 banks. 

You can cash ABA Certified Cheques in all civilized parts of 
the world. They are aveepted in payment of U.S, customs duties. 


FRE: When you bay tA Cheques for ase abtond, your bank will gite 
copy af Harry Franck’s “Al About Going Abroad.” a 
el information sald in bookstores for $1.00. 


Buy Them at Your Bank 


A:B-A_ CHEQ 


Travet Money 


Thewe cheques are certified ky BANKERS TRENT COMPANY, YEW PORK, 
the ining hewks aad ere the antheriond travel of the American Avaciation 


HIS advertisement will appear during August in the 

Saturday Evening Post, Literary Digest, Life, Time, 
New Yorker, Vogue, National Geographic, Harpers, At- 
lantic Monthly, Review of Reviews, Asia, Travel, Country 
Life, American Hebrew, American Legion Monthly, and 
Army & Navy Journal. 

It will be seen by nearly 7,000,000 families, including a 
large number of your depositors. 

For the utmost safety and convenience in traveling 
advise your customers to carry A. B. A. Certified Cheques. 
If they are going abroad, give them a complimentary copy 
of “All About Going Abroad” when they buy their 
cheques. 


TRAVEL 


AGENTS: BANKERS TRUST COMPANY 
16 WALL ST., NEW YORK CITY 


When writing to advertisers please mention the American Bankers Association Journal 
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Fandolier- 


Chandeliers 


The limit of cooling comfort combined 
with lighting fixtures. Utility and the 
extreme in decorative possibilities united 
in one permanent installation. The last 
word in artistic office equipment. 


The Patented Deflector, hidden within the 
lighting fixture, breaks up the fan blasts 
into gently diffused breezes. 


An all-year necessity 


Not the annoying, paper-disturb- 
ing blast of the ordinary fan, but 
a series Of DIFFUSED air waves that 
give real and pleasant relief against 
heat in summer and stagnant air 
conditions in winter. 

A handsome catalog awaits your request 


Tue Sarety Car HEATING AND 
LIGHTING COMPANY 
Fandolier Sales Division, 75 West St., New York 


When writing to advertisers please mention the American Bankers Association Journal 
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Profits in Milling and Baking 


By D. RICHARD YOUNG 


The Industry Has Established Itself Permanently in the Ranks 


of Big Business. Consolidations in Recent Years Have Revolu- 
tionized the Manutacture and Marketing of Bread and Kindred 


HE very satisfactory earnings state- 
ments of the large bakery organiza- 
tions covering the first half of the 
current year are viewed by the finan- 

cial world as further evidence that this in- 

dustry has established itself permanently in 
the ranks of “big business.” 

Thus the world’s oldest trade has become 
our newest industry. Bread is probably the 
oldest prepared food known. Historians find 
it in the life of eastern civilizations as far 
back as written records go, around 5000 
B. C., in the valleys of the Nile and Eu- 
phrates, but its origin is shrouded in the 
mists of the prehistoric and unrecorded times. 
Loaves of bread placed in the tombs of 
Egypt have survived for centuries while all 
other foods have fallen into a decay that 
eliminates any indication of what they were. 

It is strange that the consolidation move- 
ment neglected the baking business for so 
long a time. The trend of all manufactur- 
ing has been to pass from the home into 
the hands of artisans, then into shops and 
finally into large industrial establishments. 
Baking, however, has only recently passed 
out of the home. 


Organization Difficult 


APTAINS of industry and financiers 

who engineered the great mergers of 
railroads, steel mills, textile, sugar, tobacco, 
mining and steamships had until a few years 
ago never attempted to organize the manu- 
facturing of bread. 

There are several reasons for this condi- 
tion. From a study entitled “Combination 
in the American Bread-Baking Industry,” 
published last year by Carl L. Alsberg, Di- 
rector of the Food Research Institute of 
Stanford University and formerly Chief of 
the Bureau of Chemistry, United States 
Department of Agriculture, the following 
difficulties of combination are discussed: 

(1) Country-wide geographical distribu- 
tion of plants; (2) small size of individual 
plants; (3) small capital requirements per 
plant; (4) perishable nature of product; 
(5) problem of daily delivery to consumer ; 
(6) lack until recently of mixing machinery, 
automatic ovens, etc.; (7) absence of scien- 
tific research into product, and chemical 
laboratory control of materials. 

Before 1900 there had been some growth 
and expansion of individual bakeries until 
single companies operated strings of plants, 
sometimes situated in widely separated com- 
munities. These concerns, though some were 
quite large, were not the result of consoli- 
dations, but formed the bases for the impor- 
tant mergers that have revolutionized the 
industry during recent years. 


Products. Some Corporations Report Tremendous Earnings. 


Prices of wheat and flour, showing the 
fairly constant spread between them. 


In considering the industry as it is organ- 
ized today, there are four dominating or- 
ganizations in the bread and cake branch: 
Continental Baking Corporation, General 
Baking Corporation, Ward Baking Cor- 
poration and Purity Bakeries Corporation. 
These will be briefly discussed later, also 
the situation of the thousands of small inde- 
pendent baking establishments. 

The biscuit-baking branch of the industry 
is led by National Biscuit Company, with 
Loose-Wiles Biscuit Company second. 

Two closely allied industries, flour mill- 
ing and cereals, will also be considered, 
together with the tendency toward integra- 
tion of milling and baking. Standard Mill- 
ing Company, Pillsbury Flour Mills Com- 
pany and Washburn Crosby Company are 
leaders in the one line, and Postum Com- 
pany, Inc., and Quaker Oats Company in 
the other. 


Earnings of Big Companies 


OLLOWING is a tabulation giving earn- 
ings for the last two years of the prin- 
cipal corporations engaged in the bread, bis- 
cuit, milling and cereal lines as described 
above, which have published reports. Fig- 
ures represent net profits available for divi- 
dends or to carry to surplus, i. e., after all 
expenses, depreciation, interest charges and 
tax reserves have been deducted. Fiscal 
years end Dec. 31 unless otherwise indicated. 
Net profits—000s omitted 
192 


Albers Bros. Milling Co.... (1) $328 $144 
Continental Baking Corp.... 8,794 6,547 
Cushman’s Sons, Inc....... 829 1,156 
Flour Mills of America, Inc. (2) ..... 450 
General Baking Corp........ 6,616 6,231 
International Milling Co.... (3) 760 995 
Loose-Wiles Biscuit Co..... 1,413 1,663 
National Baking Co........ (4) 222 229 
National Biscuit Co........ 13,582 14,674 
Pacific Coast Biscuit Co.... 501 426 
Pie Bakeries of America, Inc. 410 445 
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Pillsbury Flour Mills Co.... (1) 1,087 1,211 
Postum Company, Inc...... 4,684 11,317 
Purity Bakeries Corp....... 1,430 2,484 
5,503 7,140 
hredded Wheat Co........ 1,392 1,469 
Standard Milling Co........ (5) 1,641 1,242 
United Biscuit Co.......... 243 378 
Ward Baking Corp......... 4,203 4,477 
Washburn Crosby Co....... (6) 1,854 1,436 
(1) Years ended June 30. 
(2) Year ended May 31, 1927. 
(3) Years ended August 31. 
(4) Years ended June 30; 1926 includes 6 
months. 
(5) Years ended June 30; 1926 includes 10 
months. 
(6) Years ended June 30; 1925 includes 11 
months. 


It may surprise many people to know that 
baking the humble loaf of bread has now 
become another one of America’s billion- 
dollar industries. Based on value of prod- 
ucts, the flour-milling and baking industries 
rank thirteenth and fourteenth from the top 
respectively, being exceeded only by auto- 
mobiles, steel, meat packing, machine-shop 
products, printing, oil, cotton goods, lumber, 
car-building, men’s and women’s clothing, 
and electrical apparatus. 

The preliminary census report on the 
baking industry, published this year, gives 
the value of products at wholesale as 
$1,267,857,169, this representing a 12.9 per 
cent increase as compared with the previous 
biennial census of 1923. This amount does 
not include the value of bread, rolls, pastry, 
etc., baked in homes, hotels and restaurants, 
but does include that coming from bakeries 
operated in connection with restaurants in 
cases where it was possible to segregate the 
bakery business. 

The cost of materials entering into the 
above amounted to $668,016,500, leaving 
value added by manufacture of $599,840,669, 
these two items representing 52.8 and 47.2 
per cent respectively of the value of finished 


product. 


Number of Bakeries Drops 


T is significant that the number of estab- 

lishments has been decreasing for the last 
ten years or more. In 1914 there were re- 
ported 25,963 bakeries, 25,095 in 1919, 20,- 
173 in 1921, 18,739 in 1923 and 17,681 in 
1925. The number of wage earners also 
declined during the last two years, from an 
average of 162,613 in 1923 to 160,411 in 
1925. 

Thus, while the number of bakeries de- 
creased 5.6 per cent in two years and the 
number of wage earners decreased 1.4 per 
cent, the value of output increased 12.9 per 
cent. This reflects the larger size of the 
units and the introduction of more machin- 
ery. For example, power in use increased 
during the period from 193,186 hp. to 227,- 


(Continued on page 139) 
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Canada Is Making Progress 


By C. M. SHORT 
The Canadian Bank of Commerce 


Acreage Sown in Wheat This Year is Only 7 per cent Less Than 
Last Year. Lumber Industry Gradually Working into a Sounder 
Position. Gold Production Continues to Grow, While Manu- 
facturing Is More Active Than in 1926. 


N the first of July Canada cele- 
brated the Diamond Jubilee of 
Confederation, and her people, 
usually undemonstrative, paused in 

their labors to join in a national program 
of reminiscence and thanksgiving. 

There are a number of Canadians whose 
memories go back over sixty years, to the 
time when Canada was still a colony of 
hardy settlers striving for the bare essen- 
tials of life. Internal dissension then pre- 
vailed as Upper Canada, now Ontario, and 
Lower Canada, now Quebec, each sought to 


wend a separate way to a higher estate. 


Western Canada was a vast wasteland to 
which only a few of the most venturesome 
dared to migrate. When, in 1867, the lead- 
ing statesmen of the day agreed upon a 
united dominion, Canada became a self- 
governing country with a central govern- 
ment and a national economic system, and 
at the recent anniversary there was general 
satisfaction that Canada’s progress was sur- 
passed only by that of the United States. 

Naturally, the records since confedera- 
tion reveal some disappointments, chiefly 
that the growth in population has not been 
what it promised to be at the opening of 
the current century, but these are over- 
shadowed by the impressive events that have 
placed Canada third among the nations in 
per capita wealth and sixth in international 
trade, and that have clearly demonstrated 
the success of what seemed, sixty years 
ago, to be a hazardous experi 1ent in nation 
building. 

And it may be of interest to note that 
in reviewing all that has taken place since 
1867, recognition was given in the press 
and on the platform to the iraportant part 
played by the United States in the develop- 
ment of the junior member of the North 
American family, by contributions of capi- 
tal amounting to more than $3,000,000,000, 
much technical skill and an ever-friendly 
attitude. There was evinced, also, a pardon- 
able pride in the fact that Canada carries 
forward high prospects. 


The Immediate Outlook 


HE volume of trade in Canada depends 

to a marked degree on the purchasing 
power of the western wheat-growing prov- 
inces, and, therefore, the crop situation in 
that area looms very largely in any dis- 
cussion of general business conditions. It 
probably is generally known that the seed- 
ing season was one of the most protracted 
and latest on record, and that at one time 
it was predicted that the acreage sown to 
wheat would be considerably less than in 


1926. However, authorities who were in 
a position to secure first-hand information 
as to the activities of the western farmers 
knew that seeding was being undertaken 
whenever there was the opportunity even 
for a few hours work on the land, and 
that the latest types of seeding and trac- 
tion equipment were being purchased in 
heavy volume to speed up the operations. 
Consequently, these observers were not sur- 
prised when the recent official statement of 
the acreage sown to wheat showed a re- 
duction of only 7 per cent, which was partly 
offset by an increased acreage planted with 
coarse grains. 

The first part of the growing season has 
been entirely favorable, and the crop, as at 
July 22, was in excellent condition, show- 
ing an abnormal growth which, in many 
sections, brought the plant to the stage 
where it was a year previous. In other 
districts, however, the crop is a week to 
ten days behind normal growth. With the 
exception of a cyclonic windstorm and heavy 
hail over some areas in Alberta and Sas- 
katchewan, there has been no material dam- 
age from hazards which are apt to be en- 
countered in the first two months of the 
season, but the crop may yet have to face 
the dangers of rust and early frosts. If the 
latter are not prevalent during the next 
six weeks, the yield should be well above 
the average, although it probably will not 
equal that of last year. Certain other crops 
are backward throughout all of Canadian 
territory, but generally agricultural condi- 
tions are quite satisfactory. 


Log Surplus Cleared 


HE lumber industry, which is now large- 

ly dominated by soft-wood production in 
British Columbia, seems gradually to be 
working into a sounder position. The saw- 
mill operators have evidently realized at last 
that production on the scale of previous 
years was in excess of the market’s require- 
ments, especially in view of the rapid in- 
crease in the use of substitutes for build- 
ing purposes, and that cutting under such 
conditions was unprofitable for the major- 
ity of companies, and a waste of good tim- 
ber. Accordingly, the heavy log surplus 
which existed last year, has, with the ex- 
ception of cedar and hemlock, been cleared 
away. The British Columbia lumbermen 
have been helped by the curtailment in pro- 
duction in Oregon and Washington, and by 
the continued heavy volume of construction 
in the United States, where Canadian lum- 
ber is marketed to the value of about $90,- 
000,000 per annum. Some months ago a 
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Break in Stocks. 


movement was started to consolidate a large 
number of Pacific Coast mills, both Ameri- 
can and Canadian, and, while the plans for 
this effective measure of control have not 
yet materialized, negotiations are proceed- 
ing and there are hopes that greater sta- 
bility in the industry will eventually be 
brought about. The general situation at 
present is not yet satisfactory, but, in con- 
trast to that of 1926, there is some co- 
operation between lumbermen, and _ prices 
are slightly higher for most grades, though 
they do not yet permit of profits to any 
but the most efficiently managed mills. 
The pulp and paper industry has experi- 
enced a more successful half year than was 
expected. The greatly increased plant op- 
erated at about 85 per cent of rated ca- 
pacity, a lower ratio than in 1926, but the 
production of news print was 102,000 tons 
higher than in the corresponding period of 
last year, and practically all of this was 
disposed of, notwithstanding more severe 
competition from Scandinavian mills. 


Large Gold Production 


INING, and exploration and develop- 

ment, in new mineral regions continue 
to be conducted on a large scale. The com- 
paratively low price of silver has forced 
a shutdown of some of the low-grade prop- 
erties in northern Ontario, seasonal influ- 
ences have caused a decline in operations 
in some of the western coal fields, and slight 
contraction has occurred in the output of 
copper at the principal camp in British 
Columbia. Gold, however, continues to be 
produced in larger quantities, and the lead- 
ing companies repeatedly announce the de- 
velopment of new reserves and reductions 
in operating expenses. Further additions 
are planned to the great smelting and re- 
fining plant at Trail, B. C., from whence 
comes most of Canada’s output of silver, 
lead and zinc. 

Development is proceeding on the ore 
bodies located in the various mineral fields 
during the past few years, and the search 
for new deposits continues over a wide area 
where geological conditions are favorable. 
The most outstanding features are the block- 
ing-out operations on the newly discovered 
lead and zinc properties in the Sudbury, 
Ont., district, hitherto famed for its nickel 
mines, and the diamond drill tests of copper 
ore in the same region. The latter dis- 
covery illustrates how fortuitous circum- 
stances often play an unexpected part in 
the mining industry. The group of claims 
belong to The International Nickel Com- 

(Continued on page 126) 
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Certification 


Send the check itself— 

Teller to bookkeeper and back— 

With the speed of thought— 

Through Lamson Pneumatic “Baby” Tubes. 

Invisible, automatic — carrying papers with mechanical 
safety—shooting silently along unseen highways—these 
Tubes render a service that nothing else can. 

To certify checks—to verify signatures—to ascertain 
balances—to check names, addresses, amounts—to supply 
tellers with any information held by distant bookkeepers 
—these modern mechanical messengers have no equal. 
For they carry written records—effect accuracy—fix 
responsibility—and work in privacy. 

They improve your service and guard your interests. They are 


easily installed—sold outright—and cost far less than they earn 
for you. 


Call for a Lamson Representative to give you an estimate. 
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The Condition of Business 


Developments of July Seem to Have Raised Confidence Strongly 
and Strengthen Conviction on Part of Business Generally That 
1927 Will Be Another Sound aud Prosperous Year. Money 
Rates for All Classes of Accommodations Ease off During Month. 


HE past month has not brought any 

developments of great effect on the 

general busines situation one way or 

the other. However, it has seemed 
to raise confidence strongly and to spread 
and strengthen the conviction on the part 
of business generally that 1927 is being made 
another sound and prosperous year. 

There are a number of reasons for this 
more optimistic attitude. The agricultural 
crops which are being harvested show an 
abundant yield and augur well for a substan- 
tial income to the farmers. The activity 
in manufacturing industries registers only 
a moderate seasonal recession, and indus- 
trial leaders look forward to an early re- 
sumption of larger volume and a good fall. 

Retail and wholesale trade also is pre- 
paring for another record autumn and win- 
ter season, and while complaints are heard 
here and there as to subnormal spring sales 
due to cold, wet weather, etc., it may be 
safely said that the distributing trade is 
faring reasonably well. Certainly the ordi- 
nary barometers on the movement of goods 
into consumption, such as railroad freight- 
car loadings and bank clearings, are evidence 
that in the aggregate goods are selling in 
tremendous volume, and that somebody is 
getting the business. 

The banking situation remains strong. We 
see a remarkable demonstration of the func- 
tioning of our banking system under the 
leadership of the Federal Reserve banks 
and no less a-tribute to the wisdom and 
conservatism of the individual bankers from 
one end of the continent to the other in the 
fact that the periodic expansion and con- 
traction this year and for the last several 
years has never extended to the extreme. 
It has fluctuated, of course, but always back 
and forth within safe limits. 


Business and Banking Desire 
Stability 


HEN the business world can thorough- 
ly realize the essential nature of main- 
taining conditions in a state of reasonable 
equilibrium or balance, it will have gone 
a long way toward solving the age-old prob- 
lem of panic. Prosperity and depression do 
not come from any natural causes, but from 
overexpansion and subsequent forced con- 
traction. The natural state is never one of 
disjointed relations, but of balance. 
Manufacturers have led the way to scien- 
tific management to eliminate cycles in their 
particular industries just as efficiency elimi- 
nates the troubles of their individual plants. 
The smooth running of an industry depends 
on cooperation of the several independent 
parts. By their policies they can either 
maintain or break the industry. In the past 
it has too often been true that certain groups 


Stocks establish new record heights, 
while bonds turn lower 


have elected to break down the stability 
either through ignorance or willfulness. 

The credit for this discovery of recent 
years is due in a large part to trade asso- 
ciations and the United States Department 
of Commerce. By the mere act of collecting 
and publishing statistics showing the volume 
of production, shipments and stocks in vari- 
ous lines of business, the individual units 
are enabled to see the entire picture and to 
adjust their own operations accordingly. 

Banking has followed in applying this 
doctrine of stability, of holding the swings 
one way and another within safe limits. A 
good illustration and healthy sign is found 
in the check on expanding loans, particu- 
larly those secured by stocks and _ bonds, 
and on investment holdings that has occurred 
during the last month. In the June issue 
of the JouRNAL attention was called to the 
rapid expansion in credit amounting to near- 
ly $1,000,000,000 as compared with a year 
ago, entirely unwarranted by manufacture 
and trade, and going into the stock markets. 

Since then the brokers’ loans have turned 
downward and the speculative upward move- 
ment in stocks was checked, although many 
issues are very strong and active as a re- 
sult of the excellent half-yearly earnings 
reports now being published, and brokers’ 
loans the last week of July showed a marked 
rise. 


Irregular Trend of Corporate 
Earnings 


F the many “business barometers” that 
have been put forward in recent years 
it appears that the trend of corporate earn- 
ings has now come to be recognized as prob- 
ably the best single index to the condition 
of business—and justly so. If earnings of 
representative concerns are on the increase, 
it is difficult to argue that conditions are 
unfavorable, while if earnings are decreas- 
ing the arguments in support of “prosper- 
ity” do not seem to be convincing. 
During the past year reference frequently 
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has been made to the records of quarterly 
earnings of industrial companies, which are 
compiled as published, and the figures cover- 
ing the second quarter of 1927 are particu- 
larly interesting because of the irregularity 
which they display. 

Whereas the early part of July many of 
the reports covering the half year and sec- 
ond quarter were received with surprise and 
enthusiasm by the business world because 
of their favorable showing, those that have 
appeared during the latter part of July and 
the first of August do not seem to make 
such a pleasant picture, and the sum total 
leaves one in considerable doubt as to the 
real trend. It is natural that those com- 
panies having splendid reports are inclined 
to publish them as soon as possible, while 
those not making such a good showing will 
hold off—a habit with which all bankers 
are quite familiar. 

There are now, at this writing, reports 
of 110 leading corporations available for 
the second quarter of 1927 with compara- 
tive figures for 1926, this number including 
all lines of industrials, but only the large 
companies (i. e., those making net profits 
of $100,000 and upward per quarter) have 
been selected. Many other concerns have 
published only half-year statements, but 
these have not been considered since the 
three months’ period follows the trend more 
closely. 

General Motors Corporation created the 
greatest sensation when it reported for the 
last quarter a net profit after all charges, 
but including undistributed equities in sub- 
sidiary companies, available for dividends of 
$76,698,799, as compared with $52,551,408 in 
the preceding quarter, and $52,641,097 in the 
second quarter of 1926. The figures are 
staggering even in this age of big  busi- 
ness. There are only seventy banks in 
America that have total deposits amounting 
to $75,000,000. 

United States Steel Corporation also 
caused a great amount of favorable com- 
ment when it showed for the period net 
profits of $26,137,836. This compares with 
$26,327,362 in the preceding quarter and 
$26,648,542 in the June quarter of 1926, 
the latter two figures, as will be observed, 
both being slightly higher. 

American Telephone and Telegraph Com- 
pany, which is not an industrial and whose 
figures are not included in the total referred 
to later, also made feature reading in the 
newspapers when it reported for the second 
quarter net income of $31,960,220, compar- 
ing with $31,787,681 in the first quarter 
and $28,049,300 in the second quarter of 
1926. This gigantic corporation is owned 
by 422,671 stockholders, according to 4 
statement just issued, which is the largest 

’ (Continued on page 116) 
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Depositary 
Banks 


w e employ 
of zo. selection to 
solicit: In- 


ings Accounts For 
Your Bank. 


You have no respon- 
sibility except to act 
as sole depositary 
for savings accred- 
ited to one account. 
Your banking territory, 


combed by our careful : Wesecure new de- 


method, will yield manv 


new depositors who will entc 
remain with you year after positors for your 
bank to save for 

vertising Compaigns are definite Vacations. 
planned to help your bank. 

You will be vitally inter- 


ested in our special an- They will always 
nouncement. 


will your 


Directors. save. 
R. E. Fitz-Gibbon, 
Vice-President 
TOURS FINANCE 
CORP. 
1104 Vermont Avenue, 
Washington, D. C. 


Everybody should see 
Washington first 


inl | wit 


When writing to advertisers please mention the American Bankers Association Journal 
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Stopover 
Privileges 


To the summer tourist the 
attractive feature of his 
“Circle Tour” is the time he 
may spend at each point of 
interest on the way. 


But why send your collec- 
tion items on vacation ?—a 


day in one bank, a night in 
another, with innumerable 
side trips into Post Office 
boxes at your expense. 


Take advantage of our con- 
tinuously operating direct 
collection service. 


All items received at par. 


THE 


PHILADELPHIA-GIRARD 


NATIONAL BANK 


PHILADELPHIA, PA. 


Capital, Surplus and Profits . . . $28,750,000 


Condition of Business 
(Continued from page 114) 


body of stockholders in the world and ex. 
ceeds the total for the next three largest 
American corporations. 


The Showing of 110 Statements 


F the 110 statements now tabulated, 

fifty-nine, or 53.6 per cent, show gains 
as compared with the corresponding period 
of 1926, while fifty-one, or 46.4 per cent, 
show losses. 

Almost the identical percentage was shown 
by the first quarterly figures, in which, out 
of 207 corporations, 53.5 per cent were ahead 
of last year, and 46.8 per cent were behind, 

This percentage is lower than would be 
expected, made up as it is of the best con- 
cerns in every line of manufacture and trade. 
Allowing for seasonal growth, around 80 
per cent would seem more satisfactory. 

Aggregate earnings of the 110 companies 
amounted to $231,504,000, compared with 
$219,531,000 last year, a gain of $11,973,000, 
or 5.4 per cent. 

But if the figures for General Motors 
Corporation, which amounted to exactly 
one-third of this year’s aggregate and ac- 
counted for a $24,000,000 increase from last 
year, be eliminated from both totals, there 
remains for the 109 other concerns $154- 
805,000 this year as compared with $166- 
890,000 in 1926, a loss of 7.2 per cent. 

Out of sixteen automobile and accessory 
manufacturers, seven, including General 
Motors, Studebaker and Chrysler, showed 
gains and nine, including Dodge, Nash, 
Hupp, Yellow Truck and Pierce-Arrow, 
showed losses. 

Of the steel companies, one—Inland— 
was ahead of last year and eight were be- 
hind, including United States, Bethlehem, 
Republic, Youngstown, Wheeling, Gulf 
States, Trumbull and Donner. 

Practically all the oil companies were 
substantially behind last year. 

This earnings trend is thought by some 
students to indicate several tendencies, 
among which are (1) the up-curve of earn- 
ings over the last several years is now 
flattening out, (2) gains of a few large 
companies are often at the expense of the 
multitude of small concerns making up the 
rest of the industry, (3) return on invested 
capital is becoming subnormal in many lines 
of business, and (4) the unprecedented bull 
rise in stocks of many of these companies 
seems hard to justify on probable future 
earnings. 


Money Becomes Easier 


_— feature in the money market during 
the past month has been the easing of 
rates for all classes of accommodation. 

Call loans against stock-exchange col- 
lateral in New York, after going through 
the usual flurry the first week of July inci- 
dent to the large mid-year settlements and 
touching 5 per cent, have become steadily 
easier and ruled at 4 per cent during most 
of the month with apparently plenty of funds 
available at all times. The last week of 
July the rate declined to 334, then to 3% 
per cent, which is the lowest level reached 
any time this year, but in Aygust went up 
to 4 again. 
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Time loan rates have followed call rates 
downward and are now 4-4% for 60-90 
day accommodation and 436-Y for 4-5-6 
months. Commercial paper is offered at 4 
per cent for prime and 4% for good names. 
These represent reductions of approximately 
one-quarter. 

Bankers’ acceptances likewise have been 
reduced several times recently, and rates 
announced by the American Acceptance 
Council on bills eligible for rediscount at 
Federal Reserve banks are 3% bid to 3% 
asked for maturities up to 90 days, and 
3% bid to 3% asked for six months paper. 

On July 28 the Federal Reserve Bank 
of Kansas City lowered its rediscount rate 
from 4 to 3% per cent, to be effective dur- 
ing the crop-moving season. This is the 
first change in that institution’s rate for 
over three years and came as a distinct sur- 
prise to bankers in other parts of the coun- 
try. Opinion regarding the possible effect 
of this action seems divided. Some consider 
it a forerunner to reductions by the Reserve 
banks generally, while others do not believe 
it will have any material effect on money 
rates in New York and other centers. 

On Aug. 3 the Federal Reserve Bank of 
St. Louis took similar action in establishing 
a 3% per cent rate after 4 per cent had 
been in effect since June 19, 1924. 

Present rediscount rates of the twelve 
Reserve banks are as follows, with the dates 
upon which they became effective. It is in- 
teresting to observe that these are the first 
changes made by any of the banks since a 
year ago, when the New York rate was 
raised from 3% to 4 per cent; also that 
the nine other banks have made no change 
for two to three years. 

Boston 4 Nov. 1925 
New York 1926 
Philadelphia 1925 
Cleveland 1925 
Richmond 1924 
Atlanta 1924 
Chicago 1924 
St. Louis 3u% » 1927 
Minneapolis 4 4 1924 
Kansas City 3% 1927 


Dallas 1924 
San Francisco 4 Nov. 1925 


Weekly statements of the reporting mem- 
ber banks showed during July a decline in 
volume of credit outstanding, which is re- 
garded as a healthy sign and illustrates what 
we said in the foregoing as to the desira- 
bility of stability in business and banking— 
of holding the fluctuations within safe limits. 

The last statement published in July, 
which shows the condition as of July 20, 
reports commercial loans of the member 
banks at $8,596,609,000, which is $44,000,000 
below a month previous, although $218,- 
000,000 above a year ago. 

Secured loans at $5,895,789,000 are $83,- 
000,000 less than a month previous, but 
$292,000,000 higher than a year ago. 

Investment holdings totaled $5,985,556,000 
and are down $76,000,000 in the month, but 
up $321,000,000 compared with a year ago. 

Combined loans and investments, there- 
fore, while they show a decrease of $203,- 
000,000 during the month, are still $831,- 
000,000 higher than at the end of July, 1926. 
Many well-informed bankers feel that this 
enormous credit expansion is entirely un- 
warranted by commercial business demands 
and must be watched carefully lest it force 
more funds into the security markets and 
act as a further stimulus to speculation that 


50,000,000 
Miles of Wire 
Now Service 
the Nation’s 
Telephones 


NOUGH wire to 

encircle the earth 
more than 2,000 times 
is one of the important 
factors making possi- 
ble the73,000,000daily 
conversations over the 
BellTelephone System. 
More than 33,000,000 
miles of it is under- 
ground—representing 
an investment of more 
than half a billion dol- 
lars in conduits and 
cables. This nation- 
wide plant and the 
service given by it is 
the basis of Bell Sys- 


tem Securities. 


The stock of A.T. &T., parent Company 
of the Bell System, can be bought in the 
open market to yield a good return. Write 
for booklet, “Some Financial Facts.” 


SECURITIES CO. ine 


D.F Houston, President 
195 Broadway NEW YORK 
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The proper designing and selec- 
tion of mechanical equipment is an 
important factor in the operation 
and financial success of a building. 


The photograph shows the house water 
pumps, water softeners, drinking wat-- 
refrigeration system, air compressors and 
other equipment located in a clean space 
separated from the boiler plant. 


Weary and Alford Company Complete 
Service includes the production of draw- 
ings and specifications for every pipe 
run, valve and fitting in the buildings 
we construct. 


WEARY AND ALFORD COMPANY 


BANK AND OFFICE BUILDINGS 
1923 CALUMET AVENUE 
CHICAGO 


Unfilled orders of the U. S. Steel 
Corp. stand near the lowest point 
since 1910 


can only result in a dangerous condition 
sooner or later. 


Freight Traffic Less 


OLLOWING is a summary of the 

freight-car loadings for the first half of 
the year, also for three weeks of July, which 
confirm the large volume of goods moving 
into consumption: 


Freight Car Loadings 

Per Cent 

Period 1926 1927 Change 

5 weeks in Jan. 4,428,256 4,524,749 +2.19 
4 weeks in Feb. 3,677,322 3,823,931 +4.00 
4 weeks in Mar. 3,877,397 4,016 395 + 3.59 
5 weeks in Apr. 4,791,006 4,890,749 +2.09 
4 weexsin May 4,145,820 4,096,742 —1.18 
4weeksin June 4,089,340 3,974,160 —2.81 


Six months 25,009,151 25,326,726 +1.27 
Week July 2 1,065,641 1,021,262 —4.13 
Week luly 9 897,556 839,309 —6.47 
Week July 16 1,076,372 1,016,782 —5.58 
Week July 23 1,078,393 1,012,424 -4,99 


Total to date 29,127,113 29,216,503 +0.31 


Close examination of these figures, how- 
ever, will reveal that, whereas February of 
the current year averaged 4 per cent above 
1927, March was only 3.59 per cent above, 
April 2.09 above, May 1.18 below, June 2.81 
below, and July is running 5 per cent below. 

This is explained in part by the coal strike 
which started April 1, also the effects of 
the Mississippi flood, the summer recession 
in the steel industry, which is somewhat 
more pronounced than last year, and by the 
lower output by the motor industry. More- 
over, the 1926 figures represent a_ high 
standard for comparison. Nevertheless, the 
showing of traffic will be watched with in- 
terest to see whether the balance of the year 
can hold its own, even without allowing for 
normal growth. 


Record Railroad Traffic 


REIGHT traffic handled by the Class I 

railroads in May amounted to 40,112,- 
981,000 net ton miles, the greatest for any 
May on record, according to the Bureau of 
Railway Economics. This was an increase 
of 279,810,000 net ton miles or 0.7 per cent 
over the corresponding month of last year. 
In the Eastern District, an increase of 0.8 
per cent in the volume of freight handled 
was reported, compared with May last year, 
while the Southern District reported an in- 
crease of 0.3 per cent and the Western Dis- 
trict an increase of 0.7. 

Freight traffic for the first five months 
this year amounted to 195,597,238,000 net 
ton miles, the greatest ever reported for that 
period in the history of the railroads, and 
7,623,284,000 net ton miles, or 4.1 per cent, 
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Major Financing in July 


Issue 


ral Bank of Agriculture, Germany, sec. s.f..... 
Coated Steel Works, Germany, s.f. deb., series A... 
Detroit Edison Co. gen. & ref. seties C 
Pure Oil Co. s.f. notes. . 

Detroit International Bridge Co. Ist s.f............ 
Detroit International Bridge Co. Ist s.f........... 
Carolina Power & Light Co. 1st _& ref 

Union Electric Light & Power Co. gen. series B.... 
Public Service Co. of Nor. Ill. deb 

Chicago Evening American, s.f. deb 

Detroit City Gas Co. Ist series B.. 

Erie Railroad Co. eq. tr. cfts. series NN 


over the best previous record established 
during the corresponding period of 1926. 
Railroads in the Eastern District reported 
an increase of 4.9 per cent in the amount 
of freight handled in the first five months, 
and the Western District an increase of 4.8 
per cent compared with the corresponding 
period the year before, but the Southern 
District reported a decrease of 0.4 per cent. 

Trafic is now being handled with the 
greatest promptness ever reported. The 
average daily movement per car in May 
was 30.2 miles per day, the highest average 
for that month ever attained, an increase 
of 0.4 of a mile above May last year and 
an increase of 2.8 miles above May, 1925. 
For the first five months this year the 
average daily movement per car has been 
29.9 miles, the highest average for any cor- 
responding period on record. This is an 
increase of one mile over the daily average 
for the same period last year. The average 
load per car in May was 26.9 tons, an in- 
crease of 0.1 ton compared with May, 1926. 

Earnings of 182 Class I railroads, includ- 
ing fourteen switching and terminal com- 
panies, as reported to Interstate Commerce 
Commission for May and five months com- 


pare as follows: 
Per Cent 
Change 


+0.10 
—2.80 
+0.46 
—0.74 


1926 1927 
$518,042,257  $518,568,951 
income 


88,129,798 85,664,024 
Five months 
gross ..... 2,491,196,071 2,502,557,659 


Net operating 
income 


May gross... 
Net operating 


387,936,054 385,060,672 


Chain Store Sales Gain 


yma of twenty-eight chain store or- 
ganizations covering every variety of 
merchandise, and including the principal 
5-10-25 cent store companies in the country, 
amounted to $642,150,000 for the first half 
of 1927, a gain of $80,000,000, or 14.2 per 
cent. 

The half year just ended was a record 
period for the great majority of the twenty- 
eight companies used in compiling this re- 
port. Two of the companies reported gains 
in excess of 75 per cent, three showed gains 
of more than 50 per cent, eight gains of 
more than 25 per cent, and nineteen gains 
in excess of 10 per cent. Only four organ- 


Amount 
$30,000,000 
30,000,000 
20.000,000 
20,000,000 
12,000,000 
8,000,000 
10,000,000 
10,000,000 
10.000,000 


izations showed declines from last year. 
These were of small proportions and were 
due to particular circumstances. 

From the following list it will be observed 
that in general these organizations made 
substantial gains as compared with the same 
period last year. 


Per Cent. 
1926 1927 Change 
First Six Months (000s omitted) 
Childs Company $12,6 
Davega, Incorporated .... 
Fanny Farmer Candy Shops, 


Hartman Corporation..... 
S. H. Kress & Company. 21,688 
Grocery & Baking 
0. 
Louis K. Liggett Co..... 24,711 
Loft, Incorporated 3,868 
McCrory Stores Corp.... 14,183 
McLellan Stores Company 3,184 
Metropolitan Chain Stores, 

Inc. 4,306 
G. C. Murphy Co 
National Bellas Hess Co., 

Ine. 

National Tea Co 
Neisner Brothers, Inc.... 
J. J. Newberry Company. . 
David Pender Grocery Co. 
J. C. Penney Company... 
Peoples Drug Stores, 

Inc. 

Piggly Wiggly Corporation 64,265 
Piggy Wiggly West. States 
Cc 3,561 


25,837 
1,788 
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107,201 116,766 


Total twenty-eight com- 
panies $562,057 $642,150 


Of the two leading mail-order organiza- 
tions, Montgomery, Ward & Co.’s sales for 
the six months declined 3.1 per cent, from 
$95,217,000 to $92,237,000, while Sears, Roe- 
buck & Co. gained 2.4 per cent, from $126,- 
622,000 to $129,727,000. 

Adding these two concerns to the above 
list gives sales for the first half of the 
current year aggregating $864,114,000. As 
these organizations do a combined business 
of nearly $2,000,000,000 annually (the second 
half year ‘usually running considerably in 
excess of the first), the gain of approxi- 
mately 10 per cent so far this year is en 
couraging. 


Banks Again Set Record 


HE capital, the deposits and the re- 
“sources of the banks of the United 
States are now the largest in the history 
ot the country, both state and national 
banks showing marked gains in all respects 
over a year ago. 

Total deposits in all banks on March 23, 


1927, were $1,182,399,591 more than the 
previous high record, on April 12, 1926. The 
deposits of state banks this year were $34,- 
562,024,584, having increased $445,988,591. 
Those of national banks were $20,912,209,- 
000, having grown $736,411,000. The per 
capita bank deposits for the United States is 
$394, 
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enables you 


to offer to your custo- 
mers new and better 


Safe Deposit Service 


Every banker is desirous of build- 
ing up his safe deposit business. 
It has been difficult, however, to 
find a distinctive appeal. Yale 
enables the live aggressive banker 
to offer something new and some- 
thing better in the New Yale 
Sealed Key Safe Deposit Lock. 


Here is a lock which is unique, 
for it is compulsory for the cus- 
tomer to handle the keys before 
the custodian, and no one else 
can handle them without the 
customer’s permission. The keys 
are sealed at the factory in 
tough fibre envelopes—and the 
customers open the envelopes 
and are the first to see and handle 
the keys. The vault employees 
do not know what key any cus- 
tomer selects. 


The result: Protection, full and 
complete, for everyone con- 
cerned. 


Let us tell you more about this 
new Yale development. Send 
for the bulletin on the ‘Yale 
Sealed Key Safe Deposit Lock.”’ 


The Yale & Towne 


Manufacturing Co. 
Stamford, Conn., U.S. A. 


YALE MARKED IS YALE MADE 
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When Aviation 
(Continued from page 96) 


oe planes, seating ten or twelve 
passengers, will have the latest heat. 
LEADERS IN THE ing and ventilating system, lavatory accom- 
DEVELOPMENT modations, a large degree of insulation 
OF LOOSE LEAF against noise, and the last word in safety 
EQUIPMENT devices. They will cost $30,000 to $50,009 
FOR THE NEEDS a each, being two or three-engined, and able 
OF SUCCESSFUL w to operate with one engine disabled. Two 
BUSINESS or three such planes would be necessary for 


lA the start of a demonstration air line, and 

7 the ground plant necessary for its care 

3 would cost perhaps $50,000. A demonstra- 
Lhe tion air line of this type, then, might mean 


an initial investment of something from 
$300,000 to $500,000. 
“We do not contemplate using all our 
available funds for this purpose. This js 
only one of our projects. We are prepared 
ul N { h At to dip pretty deeply, if necessary, however, 
“IT am convinced that once we have started 
. the ball rolling others will be willing enough 
to help finance aviation, and that it will not 
h a S O V me d l C ~ be very long before the banks themselves 
will be convinced—converted. An equipment 
trust loan applied to an airplane has certain 
bd e advantages, even, over the usual certificate 
which has railway rolling stock as security 
behind it. It is very difficult in practice to 
seize railway equipment in case of default 
and to realize by transferring it to another 
road, but if an airplane doesn’t pay on one 


The confidence with which Kalamazoo route it is very simple indeed for us to 


take it over and transfer it to an air route 


users keep on using it is ample proof of its of proved popularity or established manage- 
eqe ment. 
genuine utility. 


Need for Airports 


For instance, every bank in the cities of WE ees oe 


Cleveland Ohio and Rochester N ¥ 17 will have the same effect on aviation that good 


roads had upon the automobile industry. 


of the banks in Newark, N. J., 496 of the “And we want to see many passenger 


lines in operation. Once the lines are func- 


leading banks in Texas are using Kalama- tioning, the traffic will be there. When you 


F { f h have the traffic, sound financing and sound 

ZOO oose ca equipment or the various growth will be not only possible but in- 
evitable. 

records required in the conduct of a modern = 

might say, bridging the gap. We hope to 

bank. help aviation across a difficult stretch, and 

by our example to attract many millions into 


1 aviation.” 
When you need loose leaf equipment, ruled, i 


printed or lithographed forms, always write commercial aviation over so that it will rank 
as a banker’s risk?” Mr. Guggenheim was 
Kalamazoo. 

“T can tell you that in two or three words,” 
he said. “History. There, I have told it in 
one word. The only thing commercial avia- 

KALAMA Z00 LOOSE LEAF BIN DER CO tion lacks is history, a record on which you 
” can figure, use as a basis of forecast. We 


Factories at Kalamazoo, Mich., and Los Angeles, Calif. 
1S 


Sales Offices in Principal Cities All of which means a million, perhaps, 
of investment in “history making” to give 


aviation a balance sheet which it can lay on 


a banker’s desk. 
ALAMAZOTT 
ACCOUNTING- SYSTEMS 


, 1927 
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The Risks 
(Continued from page 79) 


the receipts showed that there was some 100 
barrels of cider or vinegar, and apple waste 
in the warehouse, but it was false; it was 
not there. Now was this bank negligent in 
loaning on those receipts? Would a man 
conducting his own business, exercising the 
degree of care which one would use in his 
own business, loan upon those receipts, when 
the warehouse was run by the same men 
that ran the cider company, without going 
down there and making further investiga- 


tions ?” 

The jury’s finding upon this particular 
loss, one of fifty set forth by the plaintiffs, 
was: 

“Loss claimed in connection with Penn 
Yan Cider Company loans, $12,513. 

“Q. Were any of the directors negligent 
in connection with the loan to Penn Yan 
Cider Company? A. Yes. 

“Q. What was the amount of the loss 
suffered by the bank. or its shareholders? 
A. $12,513. 

“Q. If there was negligence and _ loss, 
which, if any, of the following defendants 
who were directors were negligent? (Strike 
out with pen and ink the names of those 
directors not negligent).” 

The jury struck out the name of only 
one of the eight directors, as he had not 
been present at the meeting where the loan 
was approved. 

Having thus answered the question in con- 
nection with each individual loss the jury 
was aided in determining the liability of 
each individual director with reference to 
all of the losses. 


An Appeal to be Made 


HE Geneva National Bank case will be 
appealed. Some of the questions which 

probably will be raised are given herewith. 
It will be recalled that the court charged 
the jury that negligence might not be predi- 
cated upon the renewal of paper alone, un- 
less it was found also that the loan could 
have, with the exercise of reasonable dili- 
gence, been collected at the time of renewal. 
So, the question may be raised, “Was any 
proof made of the collectibility or uncol- 
lectibility of any note on its renewal date?” 

In a great many cases the loans which 
losses were sustained were made prior to 
January, 1917, and the books of the bank 
prior to that date were not available, so 
that as to a large number of the losses the 
question will be raised, “Was any proof 
offered that any of the defendants partici- 
pated in the making of said loans origi- 
nally ?” 

It should also be noted that some of the 
defendants were held liable for losses oc- 
curring on loans originally made before 
they became directors of the bank at all. 
Certain requests to charge involving techni- 
cal matters were made to the court and a 
question will probably be raised on the ap- 
peal whether the jury paid any attention to 
these charges contained in the requests, it 
being such a long and complicated case. 

Whether the decision is affirmed or re- 
versed, a lesson is-to be learned in apply- 


HE CASTLES OF OLD were strongly fortified against inva- 

sion. But your “‘castle’’ today has no outer wall, no 
moat, no portcullis; friend and stranger may enter your 
— at will. If any member of the public brings suit 
or actual or alleged injuries received while on your prop- 
erty, you must defend the action and pay such damages as 
may be awarded. 

Nor is this hazard of public liability the only one that 
threatens your home with loss. . . . Burglars or thieves 
may rob you of your valuables. . . . High winds may do 
damage. . . . An explosion of your heating system may 
occur. . . . Fire or other disaster may make your home 
untenantable for a considerable time. ... A leaking 
water pipe may necessitate expensive repairs. . . . Even the 
replacement of broken plate glass windows is quite an item. 

All these various possibilities of loss may be offset by 
one comprehensive contract of protection— 


The Atna Combination 
Residence Policy 


This is a form of insurance having wide appeal, for its cost 
is nominal in comparison with its potential benefits. 


(Ask any Aitna-izer for particulars) 


“ETNA CASUALTY AND SURETY CO. 
affiliated with 
LIFE INSURANCE CO. 
AUTOMOBILE INSURANCE CO. 
of Hartford, Connecticut 
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For Your 


Foret en Business 


This is an American bank. 
But Americans do business 
the world over. And to ex- 
pedite such business, this 
institution has its own 
London representative and 
maintains banking relations 
with 21,979 foreign banks 


The CONTINENTAL and 
COMMERCIAL 


BANKS 


CHICAGO 


RESOURCES HALF A BILLION—AND MORB 


ing the general rules governing the conduct 
of bank directors. 


ROBABLY the most comprehensive 

statement from the bench concerning the 
legal duties of bank directors ever made, 
was that by Federal Judge Finkelnburg, in 
the case of Rankin vs. Cooper in 1907, It 
read: 

“Directors are charged with the duty of 
reasonable supervision over the affairs of 
the bank. It is their duty to use ordinary 
diligence in ascertaining the condition of its 
business, and to exercise reasonable control 
and supervision over its affairs. 

“They are not insurers or guarantors of 
the fidelity and proper conduct of the ex- 
ecutive officers of the bank, and they are 
not responsible for losses resulting from 
their wrongful acts or omissions, provided 
they have exercised ordinary care in the 
discharge of their own duties as directors, 

“Ordinary care, in this matter, as in other 
departments of the law, means that degree 
of care which ordinarily prudent and dili- 
gent men would exercise under similar cir- 
cumstances. 

“The degree of care required further de- 
pends upon the subject to which it is to be 
applied, and each case must be determined 
in view of all the circumstances. 

“Tf nothing has come to the knowledge to 
awaken suspicion that something is going 
wrong, ordinary attention to the affairs of 
the institution is sufficient. If, upon the 
other hand, directors know, or by the ex- 
ercise of ordinary care should have known, 
any facts which would awaken suspicion 
and put a prudent man on his guard, then 
a degree of care commensurate with the 
evil to be avoided is required, and a want 
of that care makes them responsible. Di- 
rectors cannot, in justice to those who deal 
with the bank, shut their eyes to what is 
going on around them. 

“Directors are not expected to watch the 
routine of every day’s business, but they 
ought to have a general knowledge of the 
manner in which the bank’s business is con- 
ducted, and upon what securities its larger 
lines of credit are given, and generally to 
know of and give direction to the important 
and general affairs of the bank. 

“It is incumbent upon bank directors, in 
the exercise of ordinary prudence, and as a 
part of their duty of general supervision, to 
cause an examination of the condition and 
resources of the bank to be made with 
reasonable frequency.” 


Bank of Italy Shares 


i iron stock of the Bank of Italy has more 
than trebled in value since 1922. In 
the July issue of the JouRNAL, in reporting 
that bank stocks were at record heights, 
there appeared a comparison of the prices 
of bank stocks as of January, 1922, and as 
of a recent date. 

In this compilation, Bank of Italy stock 
was quoted at $199 in January, 1922, and 
currently at $171. The present shares rep- 
resent a par value of $25, whereas the 1922 
shares were based on a $100 par. Thus, 
to get an accurate comparison, the current 
figure should be multiplied by four. 

Thus Bank of Italy shares have advanced 
from $199 to $684 since’ 1922. 
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What It Takes To Beat Wall Street 


(Continued from page 75) 


mingle with men who were prominently con- 
nected with great industrial and commercial 
enterprises, as well as with men of standing 
and knowledge in the security field. When- 
ever he received a tip about a stock, he ran 
it down and was governed by the truth. 
In most cases he 
discarded the tip— 
for the facts did 
not justify it, 
but in others 
he found the situa- 


tion was as represented and capitalized the 
advice. 


HIS writer, it might be well to state, is 

an exceptionally clever investigator. He 
is very intelligent and discerning, but, of 
course, he is neither an operator, a funda- 
mentalist, a chartist, nor an analyst. His 
experience brings out what I mean when I 
say that a person can profit from advance 
information of what is going to happen even 
though he is not an expert in these other 
fields. It is true, however, that he had 
the guidance of several of his friends who 


were experts in these other lines, so to this 
extent he had a combination of these talents. 
While there are times that the special- 
ized knowledge of an operator, an econo- 
mist, a chartist, or an analyst might be 
employed profitably in the stock market, 
the requirements for the long pull are 

so exacting and the penalties for lack 

of ability so severe that it should 
excite little wonder that the average 

man is unable to beat Wall Street, 

and why there is so much real truth 


Stock speculation is 
not a spare-time avo- 
cation 


in the slang expression that every day lambs 
are being fleeced on that famous narrow 
street, with a graveyard at one end and a 
river at the other. 


New Membership Certificates 


EMBERS of the American Bankers 


Association will on Sept. 1 receive 
from the Association headquarters in New 
York City certificates of membership for 
the fiscal year ending Aug. 31, 1928, signed 
by the Executive Manager, F. N. Shepherd, 
and countersigned by the Treasurer, N. D. 
Prince. 

With the certificate there will go to each 
member a bronze insert showing that dues 
have been paid, and this insert should be 
placed in the sign of the Association held 
by members and displayed in a prominent 
position over the paying teller’s window. 
The sign is a protection, for it serves as a 
warning to those who might otherwise at- 
tempt a hold-up or commit other crimes. 

The Constitution and By-Laws of the 
Association provide that membership dues 
shall be paid in advance, as of Sept. 1, 
the beginning of the fiscal year. To avoid 
unnecessary correspondence and delay, mem- 
bers are urged to honor the certificates when 
Presented. The schedule of dues for banks 
and trust companies (based on capital and 
surplus) follows: 

less than 
$25,000 and less than 

100,000 and less than 

250,000 and less than 

500,000 and less than 

750,000 and less than 
1,000,000 and less than 
2,500,000 and less than 


$25,000. . .$15.00 
100,000... 20.00 
250,000... 35.00 
500,000... 50.00 
750,000... 75.00 
1,000,000. . . 100.00 
2,500,000. . . 150.00 
5,000,000. . .200.00 


5,000,000 and less than 10,000,000. . 
10,000, and less than 15,000,000. . 
15,000,000 and less than 20,000,000. . 
20,000,000 and less than 25,000,000. . .400.00 
25,000,000 and less than 30,000,000. . .450.00 
30,000,000 and less than 35,000,000. . .500.00 
35,000,000 and less than 40,000,000. ..550.00 
40,000.000 and less than 45,000,000. . .600.00 
45,000,000 and less than 50,000,000. . .650.00 
50,000,000 and less than 55,000,000. ..700.00 
55,000,000 and less than 60,000,000. . .750.00 


Private Bankers and Banking Firms: 


Dues are based on capital employed in 
their business per schedule above. 


250.00 
300.00 
350.00 


Dues for Branches of any of the Above 
Classes of Membership: 
With separate capital, same as schedule: 


without separate capital, specifically set 
aside therefor 

Dues for mutual and cooperative sav- 
ings banks or institutions without capital 
are based on their surplus or reserve 
fund, as per table above. 


Dues for Canadian Institutions: 
Based on above schedule with the ex- 
ception that $250.00 is the maximum fee. 


Please remit direct to the American Ex- 
change, Irving Trust Co., 128 Broadway, 
New York, in New York funds, making 
your check payable to that institution. 


AMERICAN BANKERS ASSOCIATION JOURNAL 


VERY financial in- 

stitution faces the 
problem of obtaining 
adequate protection most 
economically for the 
funds of its depositors 
and stockholders. Our 
Blanket Bond 
solves the problem. It 


Bankers’ 


affords broad coverage 
and our closely-knit or- 
ganization throughout 
the Country insures full 
cooperation and prompt 
service in the event of a 


loss under the policy. 


May we have our agent in 
your city give you the facts? 


United States Fidelity 
and Guaranty 
Company 
BALTIMORE, MARYLAND 


Over 7,500 Branches and Agencies 
in United States and Canada 
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STATEMENT OF CONDITION 
At the close of business, June 30, 1927 


ASSETS 


Loans and Discounts 


U.S. Bonds and Certificates 


Other Bonds and Investments . 


Banking House 


Acceptances . . .... 


Cash and Due from Banks. 


Other Assets . . . 


$117,296,228.69 
6,299,932.82 
19,477,879. 68 
1,500,000.00 
6,579,251.17 
46,518,105.28 
658,183.34 


$198,329,580.98 


LIABILITIES 


Capital Stock. . . 
Surplus ...... 
Undivided Profits 


Reserved: Taxes, Interest, etc. . 


Circulation . . 
Acceptances . . 
Bills Payable . . 
Other Liabilities 
Deposits: 
Individuals . 


Banks . .. 


$5,000,000.00 
17,500,000.00 
1,245,590.19 $23,745,590.19 


817,239.48 
349,997.50 
8,830,102.58 
8,500,000.00 
101,357.37 


$120,190,710.16 
35,794,583.70 


155,985,293.86 
$198,329,580.98 


GHEMICAL 


NATIONAL 


BANK 


OF NEW YORK 


Coming Changes 


(Continued from page 77) 


that we would be overlooking an equally 
important opportunity if we do not go fur- 
ther and adopt a feature of European prac- 
tice in connection with the use of checks. 
In passing, it may be pointed out that the 
bank check has been developed in this coun- 
try far beyond anything known abroad, but 
that is no reason why we should not adopt 
one or two improvements which our Euro- 
pean friends have hit upon. One of these 
may be mentioned in connection with check 
uniformity. 

The adding machine, although it has been 
of inestimable value to the banker, has, on 
the other hand, produced a situation that 
presents a problem which we have not as 


yet completely solved. With the general 
introduction of the machines, there has 
gradually passed out of existence the gen- 
eration of bank clerks whose chief accom- 
plishment was good penmanship and the 
ability to keep books accurately and neatly. 
In other words, the old-fashioned bank book- 
keeper is becoming almost as extinct as the 
dodo. In his place we have the adding ma- 
chine operator of the female of the species. 
These young ladies are doing excellent work, 
and it is no reflection upon their ability or 
usefulness in banks to point out that they 
have not had sufficient experience (and be- 
cause of the rapid turnover probably never 
will get it) to be able to read written sig- 
natures quickly and accurately. 

There is no question, therefore, but that 
we would save a great deal of time and lost 
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motion by adopting the French system of 
having all checks printed not as we do to. 
day, with the name of the maker on the 
left-hand end, or not at all, but immedi. 
ately below the signature line, with the num. 
ber of the account given as well. In this 
way checks can be sorted quickly and accy. 
rately by bookkeepers of very little experj- 
ence, with a corresponding saving of labor 
expense. Here is a form of check uniform. 
ity which many depositors, now accustomed 
to having their own way in all sorts of 
artistic efforts, would reject indignantly at 
first perhaps, but, once the matter is ex- 
plained to them, there is no question but 
that they would accept the innovation with 
full cooperation. 

If we are to believe all that we read in 
current magazine articles about American 
mass production and the genius and skill 
of American business men in doing away 
with waste effort, then certainly we ought 
to have nothing to fear from such a move 
if it were energetically and courageously 
insisted upon by the bankers. 


Expense Cut 


HAT we may call collection expense 

has been tremendously cut down by the 
Federal Reserve System, and here again the 
improvement has come about not because of 
action taken by bankers as such, but because 
of legislation. It is true that this legislation 
was inspired largely by the advice and sug- 
gestions of bankers, who had long realized 
that our former method of collecting checks 
and submitting to arbitrary exchange charges 
was an archaic and costly system that could 
not survive. The change, however, came 
about in Congress, and not at bankers’ con- 
ventions, however much the subject was dis- 
cussed. There is every hope that little by 
little whatever remains of opposition to par 
collections will gradually disappear until 
the country is upon an all-par basis, as bank- 
ers begin to realize that’it is impossible to 
lift one’s self by one’s boot straps. 

In other words, every bank that insists 
upon charging exchange must admit the 
right of every other institution to do like- 
wise, and if all charge exchange, nobody 
is benefited. The net result to banking as 
a whole of putting the country upon an 
all-par basis is exactly the same as if it 
were upon an all-exchange basis. Other col- 
lection expenses, caused by circuitous routing, 
handling and rehandling items, are gradually 
being reduced or eliminated altogether. 

The writer has in mind an_ innovation 
which he has attempted many times to get 
bankers interested in as an organized group, 
but thus far without success. It has to do 
with the weighing and stamping of letters 
containing checks and relative data. Why 
should not banks have the privilege of plac- 
ing an imprint or postage stamp upon their 
letters containing outgoing checks at a cost 
of, say, one cent per envelope. The mail 
matter could then be taken to the post office 
in bulk, and paid for in bulk, at the regular 
rate of two cents per ounce. This would 
not only reduce a lot of expense, but would 
also save the post office department the time 
and cost of reweighing each piece of mail. 
It would also reduce the number of stamps 
used, the printing and sale of which repre- 
sent cost and not profit. Under the admin- 
istration of Mr. Coolidge, with Mr. Hoover, 


124 Au 

iim 

J of 
ju 
: . th 
I 
h 
Ww 
cu 
0 
be 
pe 
be 
de 
to 
as 
f 
ow 
| if 
be 
a 
i 
t 
t 
he 


August, 1927 


AMERICAN BANKERS ASSOCIATION JOURNAL 


A single line of the check clearing force 
in the New York Federal Reserve Bank 


Secretary of the Department of Commerce, 
it would seem an ideal time again to bring 
this matter to the attention of the post 
office department, to see if the necessary 
red tape could not be cut to make this im- 
provement possible. 

The next item of cost, which in my 
judgment must sooner or later be re- 
duced or entirely eliminated, is that due to 
the activities of the bogus check operator. 
In one sentence I think we can describe 
how much of this loss can be eliminated. I 
would make it necessary for banks to se- 
cure their checks through licensed printers 
only, and make it a misdemeanor for any 
other printer to print checks. Checks could 
be safeguarded by a seal imprinted on safety 
paper, or in some other way which would 
make it very much more difficult for the 
bogus check operator to conduct his present- 
day lucrative operations. We owe it only 
to the general ignorance of the bank crook 
as to the methods employed by banks in 
handling checks that we do not suffer more 
widely from him. I venture to suggest that 
if a half dozen experienced bank clerks and 
bookkeepers, by prearrangement and agree- 
ment should suddenly turn “crooked,” they 
could in a year’s time cause a billion dol- 
lars’ loss to the banks in this country, prin- 
cipally because of the ease with which they 
or anyone else can today secure and use 
bank checks. 

The licensed printer plan would also be 
a short cut to securing general uniformity 
in styles and forms of checks. Of course, 
the licensing of printers would require the 
passage of the necessary legislation. 


Antiquated Laws Should Go 


INALLY, the loss that is now due to 

antiquated laws and decisions is one of 
the features of the use of bank checks which 
has thus far received small consideration. 

The famous Malloy decision of the Su- 
Preme Court is a glaring example of the 
wide gulf between what banking practice 
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In touch 


with the Bond Market 


T a National City office in 
your district sits an operator 
in touch through our private 
wires with our offices in over 
fifty investment centers. Back 

and forth flash orders for securities, bond 
quotations, investment queries and infor- 
mation. You are but a few seconds from 


“everywhere.” 


National City investment service means 
quick service from any point /o any point. 
It is available through the telephone at 


your elbow. 


The National City Company 
National City Bank Building, New York 


Offices in more than 50 leading cities throughout the world 


BONDS ” 


SHORT TERM NOTES 7 


ACCEPTANCES 


really is, and what lawyers and courts think 
it is or ought to be. In the Malloy case 
the Supreme Court laid down the rule that 
a bank accepts at its peril anything but cash 
in remittance for a check sent for collection. 
The Supreme Court made several other 
statements in that decision equally out of 
date (and in one or two cases entirely at 
variance with banking practice), but the 
vulnerability of the decision is clearly indi- 
cated in the statement referred to. 

I have been in the banking business about 
thirty years, and I have referred this ques- 
tion to many of my banking friends, who 
have been in the game even longer. Did 
you ever hear of a bank sending a check off 
for collection and demanding cash in pay- 
ment? If there ever was such a bank, have 
you any suggestion as to how, legally or 


otherwise, the remitting bank can be com- 
pelled to remit cash? What the Supreme 
Court evidently had in mind was the prac- 
tice of the Federal Reserve banks, which 
offer to accept cash in payment of checks 
sent to member banks in order to prevent 
such banks from making the complaint that 
they could not create sufficient exchange to 
enable them to send drafts at par. 

The distressing thing, however, is that 
banks have grown so accustomed to deci- 
sions of this sort that instead of making 
any effort to combat them, they seek protec- 
tion by adopting disclaimers or conditions 
under which they will accept out-of-town 
checks for collection. 

The whole matter is too lengthy to be 
discussed in a short article, but in the pic- 
turesque figure of speech of one of my asso- 
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The Voice of 


Conscious Business 


Conscious Business is business that knows 
itself—whence it came and where it is 
going—how far and how fast—and its 
guiding voice is THE BUDGET. Where 
this voice is present there is Profit and 
Progress. Without it—waste, loss, failure. 


Conscious Business knows its own strength 
and its own weakness. Its possibilities, its 
limitations, are as clear as Spring sunshine. 
It makes its own conditions. It plans its 
work and it works its plan with the cour- 


age of confidence. 


The Voice of Conscious Business expresses 
itself thru its well-planned Budgets 
based on Sound Methods of Cost Ac- 
counting. Dependable Facts and Figures 
from every department tell the vital busi- 


ness story, develop better business meth- 
ods, and establish control. 


ERNST & ERNST 


ACCOUNTANTS and AUDITORS 
SYSTEM SERVICE 


NEW YORK 
PHILADELPHIA AKRON 
BOSTON CANTON 
PROVIDENCE COLUMBUS 
BALTIMORE 
RICH MOND TOLEDO ERIE 


WINSTON-SALEM CINCINNATI ATLANTA 


WASHINGTON DAYTON MIAMI 


BUFFALO LOUISVILLE TAMPA 


ROCHESTER HUNTINGTON 


ciates “should we not build a strong fence 
at the top of the cliff to prevent people 
from falling over instead of putting a few 
ambulances at the bottom to haul them to 
the hospital after they have made the 
plunge?” 

In my judgment there is a very simple 
way out of the difficulty, and if we can 
succeed in getting the state legislatures to 
adopt the proper measures, it should be 
possible for any bank to accept without fear 
of loss a check on an out-of-town bank, 
being responsible only for due diligence in 
its collection. 


LONG the lines indicated, I believe our 
greatest progress will be made within 
the next few years in reducing costs and 


CLEVELAND OETROIT 
GRAND RAPIDS MILWAUKEE 
KALAMAZOO 
PITTSBURGH 
YOUNGSTOWN WHEELING 


CHICAGO NEW ORLEANS 
JACKSON 
MINNEAPOLIS DALLAS 

ST. PAUL FORT WORTH 
INDIANAPOLIS HOUSTON 
DAVENPORT SAN ANTONIO 
sT. Louis waco 

MEM PHisS DENVER 
KANSAS CITY SAN FRANCISCO 
CMAHA LOS ANGELES 


expenses of handling checks. I have not 
referred to the rapid development of the so- 
called service charge, but it may be added 
that the checking account which does not 
pay its own way will shortly disappear en- 
tirely from our ledgers, as well as from 
our returned item lists and protest records, 
if present indications are as significant as 
I think they are. 

The service charge had been adopted as 
one solution to the problem of meeting 
mounting expenses out of a stationary in- 
come. It is equally important to reduce 
these expenses to a minimum, and the pres- 
sure of economic necessity may be depended 
upon sooner or later to bring about some, 
if not all, of the changes to which I have 
ventured a prophecy. 
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Canada is Making 
(Continued from page 112) 


pany, which, in developing its reserves of 
nickel ore, with which is usually associated 
a small copper content, struck high-grade 
copper between the 1500 and 3000 feet levels. 
The deposit is still in the first stages of 
development, but if further work brings 
favorable results a mine of exceptional rich- 
ness will be opened up. 

While there has been a seasonal slacken- 
ing in manufacture, this branch of business 
is more active than a year ago. The steel 
mills are operating on a larger scale and 
automobile production is at a record level, 
the output during the past six months be- 
ing 4 per cent above that in the first half 
of 1926. The cotton and silk mills have 
been very busy, and at some points over- 
time has been necessary to cope with the 
demand for certain staple and fancy lines, 
The woolen industry has experienced much 
the same conditions as those prevailing in 
the United States, viz., a slightly heavier 
volume of business, but not sufficient to effect 
any marked improvement in the generally 
unsatisfactory position of the manufac- 
turers of woolen materials, especially piece 
goods. 


Break in Stock Prices 


HE security markets have undergone a 

change since mid-June, up to which time 
there had been a steady increase in the 
values of practically all listed stocks and 
bonds. There was then a sharp break on 
the stock exchanges with a loss of about 
12 points for a number of leading stocks, 
followed by a moderately strong recovery 
in the first week of July. 

The reaction in the latter part of June 
was not unexpected in some quarters, as it 
was apparent that higher prices, not justified 
even by the good records and prospects of 
business concerns, were being created by a 
broad speculative wave. This view was sup- 
ported by very heavy trading, which on the 
Toronto exchange was more than double 
that in the first part of 1926. Recently the 
trend has been toward firmer levels, which 
is attributed to investment buying. 

The bond market has been steady, and 
there is no large supply of undigested se- 
curities, although the volume of business 
is less than in previous months. The most 
recent outstanding issue was one of $65, 
000,000 of the Canadian National Railways, 
guaranteed by the Dominion Government, 
bearing 414 per cent interest and maturing 
in thirty years. 


YEAR BOOK ON COMMERCIAL 
ARBITRATION. Published by Oxford 
University Press. 1142 pages. $7.75. 
This is the first Year Book of the Ameri- 

can Arbitration Association. It gives for 

the first time a fairly comprehensive account 
of the practice in the United States by 
including arbitration reports on about ome 
hundred trades and professions, and sets 

forth the status of arbitration laws, with a 

summary of the state statutes governing 

commercial arbitration, as well as the Fed- 
eral law, an analysis of foreign laws, and 

a suggestion for arbitral facilities. 
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Installment Loans 
(Continued from page 88) 


chased a home on a monthly payment basis, 
and when her second trust to the builder had 
been satisfied we made her a monthly pay- 
ment loan for the first trust. As that was 
being reduced she purchased another house 
on a similar basis, was able to rent it, and 
with the amount of rent made the monthly 
payments until that loan had paid itself out. 

This was continued in the purchase of 
other houses, so that she was able to obtain 
four houses, one of which she occupied as 
a home, and three were rented. She con- 
tinued to save her money in this way and 
when the loans had been paid off she was 
able to save additional money up to $20,000, 
which we invested for her. This is a con- 
crete instance of encouraging saving, brought 
about by the monthly payment habit. 

To encourage further the purchase of 
homes by local residents, they are permitted 
to pay in full the balance of their loan when- 
ever they have the funds in hand on deposit 
to do so. This is another evidence of our 
friendship and interest in their affairs, and 
permits them to maintain a savings account 
which can be constantly increased while por- 
tions of the loan can be paid off. 


Make Ideal Loans 


T is interesting to note that these loans 

which are continually reducing the princi- 
pal, are secured by property which generally 
increases in value, so that the loans are ideal 
for the real estate departments of banks. 
This is evidenced by the fact that for the 
twenty years The Home Savings Bank made 
such loans, it did not have a foreclosure for 
default in either principal or interest of 
such loans. 

It was a well known fact that when the 
purchasers of these homes finished the en- 
tire payment, freeing their property of any 
encumbrance, that the habit which they had 
formed by saving something each month was 
so instilled in their minds that they con- 
tinued to save. As they would accumulate 
a small amount, say $250 or $500, or mul- 
tiples in like amount, we would encourage 
them to invest the funds in first mortgage 
real estate notes, or other investments, and 
oftentimes to purchase a larger note than the 
actual amount they had for investment, and 
pay the balance on a monthly payment basis. 
While in some ways this may have seemed 
poor business, on the other hand, it tied our 
customers closely to us and resulted in bring- 
ing their friends and relatives to us, con- 
stantly increasing our business. 


Will Offset Competition 


HERE has been, and is still, consider- 

- able discussion as to the competition of 
building and loan associations for the sav- 
Ings of the people, and I am deeply im- 
Pressed with the view that if banks through- 
out the country would adopt this monthly 
Payment plan of loan it would to some ex- 
tent offset the above condition. Of course, 
we are all agreed that there are two other 
items of considerable importance in consid- 
ering this competition—the lack of proper 
supervision of building and loan associations 
m a number of the states, and also, the 
difference in the amount of taxes assessed. 
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Mail Coupon 


for sample Autopoint 
Offer to executives only 


Give Autopotnt a trial as a member of your force 


IVE Autopoint a quota. Then 

watch deposits from its territory! 

It is the latest aid keen-minded 

bankers have found to bring in 
new business. 

It pays for itself as it goes along. 
Results are rapid . and cumu- 
lative. Autopoint is a constant re- 
minder to its owner of the service your 
bank can give him. 


message is a reminder of you countless 
times. 

Circulars, form letters, most adver- 
tising, 
carded. 
your business is a waste of money. 
Hence, 
efficiently, and constantly, eliminates 
this waste 
advertising for your advertising money. 


is scantily read, quickly dis- 
And all that fails to increase 


Autopoint, by doing its work 


it buys the most 


If you do not know the Autopoint 
proposition, in fairness to yourself you 
should at least hear our case. The ex- 
perience of thousands of others justi- 
fies your sending in the coupon—now. 


Autopoint’s Methods 


The increasing use of Autopoint by 
the thousands of banks and business 
houses that use it as a definite part of 
their business building plan, is its 
best recommendation. 


Let us send you complete informa- 


You present Autopoint with the name for 
of your bank and message permanent- 
ly stamped on its imperishable barrel. 
Your prospect is impressed. Autopoint 
stays in his pocket. Each day your 


tion, and a beautiful sample Autopoint 
your personal use. 
obligation. At least find out what 
Autopoint can do, where it fits into 
your plans. 
now? 


There is no 


Why not mail the coupon 


MAIL THE COUPON TODAY 


AUTOPOINT COMPANY 


Without 


4619 Ravenswood Ave., Chicago, II. 


obligation, please send sample Autopoint, 


booklet, business-building plans, prices, ete. 


3 Big Features 


. Cannot ‘‘jam’’—protected by patent. But one 
simple moving part. Nothing to go wrong. 
No repairs. 


. Bakelite barrel, 
weight material. 


beautiful onyx-like, light- 


. Perfect balance—not ‘‘topheavy.’’ 


A thorough study of this proposition will 
undoubtedly show that you will gain real 
customers for your institution in other de- 
partments, because as borrowers they will 
naturally come in contact with the officers 
of your bank, thus becoming better ac- 
quainted. As they gradually become more 
independent through home ownership you 
will find there will be additional funds for 
them to place in savings accounts, and it is 
very natural for them to turn to their bank- 
er, with whom they will have become so 
closely connected. The American Security 
& Trust Company has continued this monthly 
payment plan of loan since it took over the 
assets of The Home Savings Bank in 1919, 
and has always been a firm believer in en- 


couraging residents of our city in purchas- 
ing their own homes, as it has felt that it 
tends to a better understanding of local gov- 
ernment and makes better citizens. 

At the present time The American Se- 
curity & Trust Company has deposits of a 
little over $31,000,000, and of that total de- 
posits, 1068 loans are made on a monthly 
payment basis, aggregating $3,535,890, and 
further investigation into the loans which 
we have made in the past will show that 
we have loaned millions during the exist- 
ence of this plan. 

It is therefore my opinion that if finan- 
cial institutions in other cities would adopt 
some such plan they would be able to meet 
some of this new competition. 
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Guaranty Trust Company 
of New York 


140 Broadway 


LONDON PARIS BRUSSELS LIVERPOOL HAVRE ANTWERP 


Condensed Statement, June 30, 1927 


RESOURCES 
Cash on Hand, in Federal Reserve Bank 


and Due from Banks and Bankers 
U. S. Government Bonds and Certificates. . 


Public Securities 
Other Securities 
Loans and Bills Purchased 


Real Estate Bonds and Mortgages 
Items in Transit with Foreign Branches... . 
Credits Granted on Acceptances 


Real Estate 


Accrued Interest and Accounts Receivable. 


$185,281,239.82 
26,677,069.78 
23,929,540.36 
26,535,851.80 
423,476,303.25 
2,477,913.33 
4,688,994.11 
47,888,799.12 
7,472,502.75 
6,285,140.98 


$754,713,355.30 


LIABILITIES 


Surplus Fund 
Undivided Profits 


Accrued Interest, Reserve for Taxes, etc... 


Acceptances 


Outstanding Treasurer’s Checks 


Deposits 


2,839,229.54 
$62,839,229.54 
7,931,010.78 
47,888,799.12 


33,571,670.32 
602,482,645.54 


$754,713,355.30 


Can the Mutual Savings Banks Surmount 
Their Handicaps? 


(Continued from page 86) 


The truth is the time has passed when 
people can be attracted to a savings bank, 
and held as satisfied customers, on the 
appeal of a safe depository for their sav- 
ings, and therefore, the mutual savings 
bank must look for new appeals. The 


most convincing evidence of this fact is 
to be found in the relative increase in the 
percentage of growth in the last fourteen 
years in mutual savings banks and the 
thrift departments of commercial banks and 
building and loan associations, as shown by 
the following figures: 


New York State 


1926 
$3,738,426,000 
2,180,256,000 


297,707,160 


1912 
$1,633,450,000 
482,081,000 


54,306,033 


Mutual 

Other Banks .... 

Building and Loan 


Net Gain 
$880,000,000 
1,336,615,000 


202,672,000 


Gross Gain Per Cent 
$2,105,000,000 129 
1,698,000,000 353 


243,401,127 448 


It is not my object in this article to 
argue the case of the mutual savings bank 
and the commercial bank as competitors, 
As a matter of fact, I think we have over. 
estimated this element of the banking 
business. These two types of banks are 
primarily in a common business, and their 
most serious competitors are not each 
other but the other forces that are bid- 
ding for the people’s savings. But this 
is a question upon which there naturally 
is a wide divergence of opinion and a 
question that should be settled in the minds 
of bankers, because it is vital to their 
future policies that they should know 
whether or not they are to regard them- 
selves as formidable competitors. 

If they are not competitors, then I can 
see no reason why the powers of the 
mutual savings bank should not be ex- 
tended to meet the banking services of the 
commercial bank, so that the mutual say- 
ings bank depositor can have his full needs 
supplied at one bank. If mutual savings 
and commercial banks are competitors, 
then by the single principle of common 
justice they should operate with equal 
powers and compete on an even basis. 

No institution or business that has had 
to make its way against keen competitors 
has survived that sort of reactionary think- 
ing and the mutual savings bank will not 
be an exception. 


Combating the “Die Hards” 


HERE is in both mutual savings banks 

and in commercial banks, as there is 
in every institution, a considerable number 
of persons who well could be classed as 
“die-hards.” We have them in the mutual 
banks, who argue that the original pur- 
pose for which that type of bank was 
conceived is justification for its perma- 
nent existence and the positive assurance of 
its continued success. They are opposed 
to increased powers. They are irritated 
by advanced ideas. They submit to new 
policies only when they have fought to 
the last ditch and fallen exhausted over 
the dead body of the antiquated idea that 
is about to be displaced. 

The commercial bank die-hards argue 
apparently with honest sincerity that the 
mutual savings bank is a pillar of strength 
in our financial structure, that its tradi- 
tional safety is its primary influence, but 
that its powers must by all means be kept 
limited as nearly as possible to those pur- 
poses for which it was originally con- 
ceived. And by this slow but deadly 
poison of inaction, these two types of die- 
hards would doom to death the institution 
which they say must be kept alive for the 
stimulation of our financial structure and 
for the economic benefit of the plain 
people. 

There is no other American business 
within my knowledge that has been re- 
stricted as the mutual savings bank has. 
The time has come, in my opinion, when 
these banks must accept one of two 
courses, either they must outline a forward 
looking program that will meet the bank- 
ing needs of their constituency and or- 
ganize their forces for a finished fight 
for extended powers, or they must accept 
the inevitable condition of gradually los- 
ing business to other more modern forms 
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of banking. They must pass through 
the stages of stagnation and final absorp- 
tion by commercial banks, or gradually 
slip into decline in their present field of 
operation and finally die of inaction. 

I think it would be a great misfortune 
for mutual savings banks not to increase 
their influence and usefulness in this country. 
They occupy a place in the banking field 
in the states where they exist in consider- 
able numbers and in the economic needs of 
people that cannot be supplied so well by 
any other type of financial institution. 

The principles of social betterment upon 
which the business of mutual banking was 
originally established must remain pre- 
eminent or its very purpose is defeated. 
But as we hold to that principle we must 
somehow eradicate the all too universal 
belief that the mutual savings bank is an 
eleemosynary institution—a sort of semi- 
public charity not concerned much with its 
relative success as a business. These banks 
should remember always that they are pri- 
marily a business, and that their future 
life and hope lie in the application of 
modern business principles. 


Paying More Interest 


Wile I believe that mutual savings 
banks must have extended powers if 
they are to compete successfully against 
other agencies bidding for savings, on the 
other hand I believe that the mutual prin- 
ciple should be preserved and perhaps made 
more scientific and complete. 

I find considerable favor for the idea that 
has been experimented with in a few mutual 
banks of paying depositors each dividend 
period the total earnings of the bank above 
the cost of operation and the amount neces- 
sary to keep the surplus up to a certain 
fixed percentage of the deposits. In this 
plan, the surplus remains constant at a cer- 
tain specified percentage of the deposits and 
the dividend becomes a variable quantity. 

The ratio of surplus to deposits varies 
in the mutual savings banks of this coun- 
try from 2 per cent to approximately 20 
per cent. The legal requirements are differ- 
ent in practically every state where mutual 
banks operate. Using as an example New 
York, where the law requires 10 per cent 
surplus, why (if 10 per cent is to be re- 
garded as a reasonable protection) should 
not all banks gradually reduce their sur- 
pluses to that figure, hold that as a con- 
stant ratio, and give to their depositors cur- 
rently whatever profits there are above that 
amount ? 

This would seem to be at the bottom of 
the true principle of mutuality in banking. 
It would be eminently fair to depositors, 
and I can see nothing in it that is unsound 
as a banking policy. Moreover, it would 
settle the dividend question in a scientific 
way and remove the temptation to raise 
rates for competitive reasons. 


New York Offers Hope 


U is encouraging to know that a com- 

mittee has been appointed from the 
State Legislature of New York to study 
the mutual savings banks of that state with 
the view of deciding what extension of 
their legal powers are desirable in order 
that they may function successfully. I am 
sure that the savings bankers of New York 


A Long Record 


of Dividend Payments 
Behind this Security 


The best way to judge the value of a com- 
mon stock for investment is to examine its 
record of dividends earned and paid over a 


period of years. 


Owners of Cities Service Company Common 
stock have been paid more than $88,000,000 in 
cash or stock or the equivalent in the last 17 years. 
In the last five years alone the Company’s earnings 
applicable to stock and reserves have increased 


100%—from $10,846,000 in 1921 to $21,804,- 


000 in 1926. 


At its present price Cities Service common stock 
gives a net yield of over 81% in cash and stock 


dividends. 


Send for complete information. 


Henr 
& 


GO WALL ST. 
BRANCHES IN 


HENRY L. DOHERTY 
& COMPANY 
60 Wall St., New York 


Please send me full in- 
formation about Cities 
Service common. stock 
and the $650,000,000 
organization behind it. 


state would like to see this legislative 
committee go into mutual savings banks 
throughout the state, investigate the de- 
mands of their clientele, consult with trus- 
tees, officers, and depositors, and learn 
first hand what truth there is in the argu- 
ment that these banks are suffering from 
restricted powers. They would like to see 
them observe first hand what some of the 
mutual savings banks are doing for the 
public good and for the good of their de- 
positors. They would like to see this com- 
mittee study the question of branch bank- 
ing in New York state and in every state 
and get an honest answer based on justice 
and sound banking as to why the mutual 
savings bank should not .be given the same 
privileges in this respect as any other type 
of bank. 


herty 

ny 

NEW YORK 
PRINCIPAL CITIES 


(109 C-22) 


For example, in the city of New York, 
a mutual savings bank with 250 millions 
of dollars in deposits is permitted only 
one branch and that in the county where 
the parent bank is located, while a com- 
mercial bank of smaller proportions is 
allowed an almost unlimited net-work of 
branches throughout the city. 

If the mutual savings bank is a com- 
petitor of commercial banking, why should 
they not compete on an equal basis in the 
extension of their services to the commu- 
nity? If they are not competitors, why 
should either be restricted? 

The’ mutual savings bankers of the 
country would like to see this Committee 
of New York Legislators get a fair an- 
swer, based on facts and unbiased reason- 
ing, as to why the mutual savings banks 
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INTERNATIONAL 
ACCEPTANCE BANK 


INCORPORATED 


Condensed Statement, June 30, 1927 


RESOURCES 


Stockholders’ Uncalled 


Liability .................... $5,000,000.00 
Cash and Due from Banks............... $6,659,828.58 
Bankers’ Acceptances and Call Loans 
Secured by Acceptances................ 10,629,603.88 
U. S. Govt., State & Municipal Bonds 11,645,449.54 
Other Bonds and Securities.............. 6,801,892.55 
Loans and Advances..................... 14,275,187.63 
Customers’ Liability a/c Acceptances and 
Letters of Credit....................... 45,597,758.61 
395,609,720.79 
LIABILITIES 
Subscribed Capital and 
Capital and Surplus paid in............. $10,250,000.00 
Undivided Profits ....................... 4,200,033.30 
Due to Banks and Customers............ 33,987,469.58 
Acceptances and Letters of Credit Out- 
Reserve for Taxes, Dividends, etc........ 423,320.20 
$95,609,720.79 


PAUL M. WARBURG 
Chairman 


F. ABBOT GOODHUE 
President 


52 Cedar Street, New York 


in 


1, 


. Enlarge the scope of investments to include 


their own state should not be per- 


mitted to: 


Operate a trust business for the handling of 
estates and trust funds of limited amounts as 
an accommodation to its depositors, who would 
prefer to use the savings bank for this service. 
oan on personal note with approved endorse- 
ments, as instalment loan organizations now 
do successfully and virtually without loss and 
and at higher rates of interest than the sav- 
ings bank would need to charge. 


. Do a restricted checking business as a service 


and protection to depositors in the conduct of 
their financial affairs. 


. Increase the deposit limit in accordance with 


the size of the bank, giving large banks in 
particular the same unlimited privileges as 
commercial banks. 


. Extend the amount loaned on small homes up 


to at least 75 per cent of the value of the 
property and thus eliminate the necessity in 
many instances of a second mortgage, the 
exorbitant cost of which is a universal handi- 
cap to home ownership. 


additional sound securities and thereby give 
these banks the opportunity for better yield 
without weakening their investment program. 

7. Be permitted to go into firms and help them 
to organize their working forces for systematic 
saving, receive the money at these places of 
business, and transport it to the bank. 

8. Supply to their depositors high grade securities 
for the investment of some part of their sav- 
ings and operate an investment trust business 
as commercial banks now do. 


Mutual savings bankers would like to see 
this committee study mutual savings bank- 
ing all over this country and in foreign 
countries. In Australia and Holland, for 
instance, the governments have encouraged 
the mutual banks -to extend their powers 
rather than restrain them. 


g fue day will come when mutual savings 
banks in large centers of the United States 
like New York City will be merged into 
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a relatively few large banks with their 
branches and collection stations covering 
every section of the city, with the power 
to supply all the practical banking needs 
that the average of their depositors may 
demand, and when legislators will urge the 
expansion of their activities instead of 
curtailing their powers. 

But the faltering progress of the mutual 
savings banks of America cannot be at- 
tributed altogether to the limitation of 
their legal powers. The truth is they have 
not made the best of the powers they 
have. 

Savings banks, in the main, have ques- 
tioned the dignity of seeking new _ business 
by modern methods. They have quarreled 
with other agencies coming into the. say- 
ings field, but they have refused to make 
themselves so competent and effective as to 
preempt the need for other agencies. Some- 
how, there has been lacking the genius to 
develop into scientific formula savings 
plans that would guide people in the per- 
manently successful management of their 
economic lives and instruct them as to what 
the proper balance should be between cur- 
rent spending and permanent saving. This 
is the great need of American life today 
and the savings bank can be charged with 
a good share of the blame for the failure 
for this correction. 

A danger that I see with savings banks 
is that of trying to meet its competitors 
purely on a dividend basis and raising in- 
terest rates on all deposits as a means of 
attracting business, without proper thought 
to the soundness of the policy. There will 
be agencies always that can beat the bank 
in interest rates, and therefore we must 
build our competitive program, partly at 
least, around some other appeal. 

We should take into consideration that 
the savings account is coming to be used 
too much as a mere convenience and too 
little as a means of accumulating perma- 
nent capital. If the savings bank is to 
compete successfully with other agencies 
that are now attracting savings for per- 
manent purposes, I believe it must make a 
discrimination between the temporary ac- 
count and the more permanent account by 
establishing some kind of special invest- 
ment account which will not be subject to 
withdrawal at the pleasure of the deposi- 
tor and which will pay a higher rate of 
interest than the ordinary savings account 
can reasonably afford. 


ia a considerable percentage of the de- 
posits of the savings bank were di 
verted to an investment department, I be- 
lieve it would serve to accomplish these 
results : 

(1) Help to satisfy the depositor as to interest 
rates without raising the rate on the total 
deposits. 

(2) Reduce the percentage of essential liquid 
assets because the funds of the investment 
department could not be demanded by deposi 
tors on call. 

(3) Attract people to the savings bank account 
as a permanent investment, which, because 
of its high element of safety, would be ap 
pealing at a somewhat lower rate of interest 
than other agencies pay. 

Some such policy seems to me to be 
essential if the original purposes of savings 
banking are to be perpetuated and the 
competition of building and loan companies 
and other non-demand agencies for saving 


is to be met. 
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The Trial 
(Continued from page 104) 


render these depositors are paid 1 per cent 
more interest than those who deposit in our 
regular savings department. 

All of these facts and other details are 
set forth clearly and plainly in the pass 
books used in the department. They also are 
explained clearly by word of mouth to our 
customers and frequently referred to in our 
advertisements. 

The weakness of the building and loan 
situation, if there is one, grows out of the 
fact that many building and loan companies 
have allowed their customers to infer that 
they have the right to withdraw at their own 
pleasure. We have been painstakingly care- 
ful to avoid this in the conduct of this de- 
partment. Everyone who deposits a dollar 
in this department knows that he has sur- 
rendered this right and that he may be asked 
to wait indefinitely for his money. 


$7,000,000 in Deposits 


RIOR to the inauguration of this de- 

partment, bankers with whom I discussed 
it were, in most cases, of the opinion that 
people would not deposit freely under this 
condition. Our experience has proved be- 
yond doubt that they will. The city in which 
our bank does business has a population of 
150,000. This department has been in op- 
eration, as I said, just two years. Deposits 
in it today are close to the $7,000,000 mark. 
The average balance is about $1,200 as com- 
pared with less than $500 in the regular 
savings department. We have a printed limit 
of $10,000 on the amount we will accept at 
one time from an individual, but. we have 
made some exceptions in the case of real 
investors. 

In other ways, also, the department has 
more than lived up to expectations. All of 
the work in the department, including the 
window work, bookkeeping, segregation of 
loans, and regulation of cash reserve, which 
we keep down close to the minimum of 3 
per cent prescribed by the Federal Reserve 
Act, is done by one employee. The making 
of the loans is handled in our regular Mort- 
gage Department, and virtually all of them 
are made on the monthly installment re- 
payment plan. So far we have not put any 
loans in this department except mortgage 
loans, but our agreement with the depositors 
do not prevent our investing their funds 
in bonds, or classes of loans other than 
mortgages. We have used mortgages large- 
ly because they bring a higher rate of in- 
terest in our district—7 per cent—than other 
classes of loans and are theoretically at 
least the slowest loans we have; and our 
feeling is that slow loans go naturally with 
slow deposits. 

_ Our auditor reports that this department, 
in spite of the fact that it pays 1 per cent 
more interest than our regular Savings De- 
partment, earns quite as much, if not a little 
more, net profit in terms of percentage than 
our regular Savings Department, and this 
after suitable charges for overhead and all 
of the other usual items. I myself have 
sometimes been in doubt as to the correct- 
ness of these figures. But I am not con- 
cerned about it, for I would favor keeping 
the department open even if it earned much 


PR good con- 
trast with the 
sturdiness of the 
office floors above 
is the grace of 
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the entrance to 
the Dime Sav- 
ings and Trust 
Company. 


‘Public Esteem 


NGROSSED in other plans for increasing deposits, many 

bankers have given but scant thought to the efficacy of the 
bank’s Building in the winning of customers. When a new building 
is to be built, however, a good share of your study can profitably 
be applied to the development of this influence in your building. 
An opportunity is before you to be grasped. 

Every bank building has an individuality of its own. Each one 
impresses the public in its own particular way. The effect of this 
impression is either to help that bank’s business or to hinder it. 
There is no middle course. For, so habitually is a Bank identified by 
its Building, so closely are the two associated in men’s minds that— 
excepting perhaps the bank’s own customers—people allow their 
opinion of the Building to determine their opinion of the Bank itself. 


Let a bank’s building be so designed that it earns the esteem 
of the community, and that bank has secured an asset in good- 
will that will endure as long as the building stands. 


TILGHMAN MOYER COMPANY 


The Design, Construction and Equipment of Bank Buildings 
ARCHITECTS ENGINEERS 


you will find an introduction to this prof- 
itable subject of the psychology of Bank 
Buildings in our book, ‘‘Building the Bank 
for Business.’’ The 138 pages and many illus- 
trations analyze the building from the j eel 
viewpoint, and explain how its architecture can 
stimulate the growth and profits of the bank. 

Shall we send you a copy? Just sign the 
coupon. We will mail the book promptly, and 
without cost or obligation to you. 


less. Prior to the opening of this depart- 
ment there was a steady flow from our 
regular Savings Department to the various 
building and loan companies in the city, and 
the growth of this department had almost 
come to a standstill. Since the first day 
of operations we have not, so far as we 
are able to trace, lost anything to any 
building and loan company. In a word, we 
are keeping substantially all of the busi- 
ness which we originate and are once more 
growing at a satisfactory rate. The largest 
building and loan association advertises 
“5 per cent and sometimes more.” Some 


Name: 
Address: 


TILGHMAN Moyer Company, Allentown, Pa. 


Gentlemen: Without obligation, please send 


me a copy of “Building the Bank for Business.” 


of the others offer 5% per cent, so we 
are practically on an equal footing with 
them. 

It is possible, of course, that after a 
longer experience we will not feel so well 
satisfied with this experiment. But our be- 
lief is that we shall. We have as yet seen 
no reason to question the expediency of 
the step. 


Saving for Investment 


— of my personal banking friends, 
who are primarily old-line commercial 
bankers, look upon this experiment as a step 
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FIRST 


calculated to lower the esteem in which 
banking is held; because it involves sur- 
rendering the right to say to all people all 
the time: “We pay everyone on call.” I 
do not myself share this view. 

There are many people who save for in- 
vestment rather than for emergency alone. 
And of these a large majority are so situ- 
ated that they cannot take the time to in- 
form themselves about stocks and bonds and 
other investment securities. Most of these 
people are, in my opinion, more than glad 
to avail themselves of the services of a good 
bank and put their money where it will 
be safe even though it is not withdrawable 
at their pleasure. What these people want 
is the highest rate of interest consistent 
with safety rather than the privilege of 
withdrawing at any specified time. 

This may be illustrated by quoting a con- 
versation I had with a lady customer when 


HARACTER in a 
Bank, like that in 
an individual, is tested 
proved by time. 
Since 1863 the character 
of the First National 
Bank in Detroit has been 
well established. Today 
it 18. assurance to our 
customers of a safe and 
satisfactory banking 
connection. 


FIRST NATIONAL BANK 


CENTRAL SAVINGS BANK 


NATIONAL COMPANY 
OF DETROIT 


INCORPORATED 
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we first opened this department. I had ex- 
plained its operation to her. She said: “Oh, 
won’t that be nice! Now I won't have to 
bother about stocks or anything else that 
I don’t know about. I can just put my 
money in this department.” I replied: “Yes. 
But you must not forget that perhaps you 
can’t get your money out whenever you 
want it.” 

“Well,” she answered, “that is all right, 
for I am not going to want it. All I want 
is to have it safe and get the income.” 

This lady was typical of many thousands 
in all parts of the country. They would 
much rather have the extra 1 per cent than 
keep the demand withdrawal privilege. I 
admit that this is ‘not banking in the old 
time sense. But I contend that it is ren- 
dering service; and that it is highly credit- 
able. 

Furthermore, I am certain that it is about 


the safest kind of banking that can_poggj- 
bly be invented. No matter what financial 
storms may rage, this department cannot be 
shaken so long as it is intelligently and hon- 
estly operated. It is impregnable. No one 
can force it to liquidate at a loss or at any 
specific time. A question frequently asked 
is whether the result of opening this de. 
partment has not drained our regular say- 
ings. I think that about half of the $7,000, 
000 has been shifted, but personally would 
be glad if all of our savings were trans. 
ferred to this department, for there is much 
comfort in knowing that no matter what 
the conditions of the money market, your 
depositor cannot force your hand. 


An Important Change In 
Security for Loans 


HERE is to me an even more important 

reason for the establishment of this kind 
of department than the need to meet build- 
ing and loan competition. 

While banks make a few loans that are 
based on nothing except the honesty, health 
and ability of the borrower, we lend at least 
99 9/10 per cent of our money against 
tangible property as the direct or indirect 
security. So the foundation of our credit 
structure is tangible property. Moreover, 
in the highly important particular of liquid- 
ity, our credits take their general character 
from the character of the tangible property 
upon which they rest. 

Academically speaking, a loan which rests 
upon tangible property that is fixed, such, 
for instance, as lands, buildings, machinery, 
and the like, is slow; while a loan which 
rests upon tangible property that is liquid— 
such, for instance, as goods in process, goods 
on the shelf, or goods en route to the ulti- 
mate consumer—is liquid. From this it fol- 
lows that the ratio between the tangible 
property of the country, which is fixed, and 
the tangible property of the country, which 
is liquid, determines the ratio between the 
slow and liquid loans which are needed and 
wanted to keep the business of the country 
moving forward. 

When considering this fact we should be 
careful to distinguish between liquidity and 
marketability. There are loans and securi- 
ties that, while academically slow, are for 
practical purposes, liquid because of their 
marketability. But marketability is the 
equivalent of liquidity only from the stand- 
point of individual institutions. It is not 
the equivalent from the standpoint of the 
credit system as a whole. 

When the ratio between the two classes 
of tangible property mentioned changes, the 
ratio between the liquid and slow loans avail- 
able changes with it. We bankers some- 
times make the mistake of thinking that 
we ourselves can determine whether the 
loans which come into our banks shall be 
slow or liquid. Within certain very nar- 
row limits, any one of us of course can do 
this. But we cannot all do it at once. If 
we are to serve our communities as we 
should, we must handle the loans which our 
communities need. Our communities need 
loans of these two kinds about in proportion 
as they own tangible property of the two 
kinds; and when and if the ratio between 
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their holdings of the two kinds changes, 
their needs change also. 


Decrease in Liquid Property 


HE revolutionary progress of the last 

century has worked an enormous change 
in the ratio between these two classes of 
tangible property. Every invention that has 
been applied, every new process, and every 
betterment in business method that has taken 
place has brought with it an increase, rela- 
tively speaking, in the holdings of fixed 
property and a decrease in the holdings of 
liquid property. A hundred years ago, per- 
haps 40 per cent of the total wealth of this 
country in tangible property was in liquid 
property. Today only about 11 per cent is 
in such property. We have no exact fig- 
ures concerning this fact that run back as 
far as a hundred years. But we have some 
reasonably accurate ones that date back to 
1880. These figures show that in 1880 about 
80 per cent of the tangible property of the 
country was fixed and about 20 per cent 
liquid, and that today about 89 per cent is 
fixed and 11 per cent liquid. 

It is out of this change in the ratio be- 
tween these two classes of property that has 
come the great difficulty which banks have 
been experiencing during the last twenty 
years or more in obtaining the liquid loans 
they needed. If we continue to progress, 
this tendency will continue, and as time goes 
on we will find ourselves more and more 
distressed by the absence of liquid loans. 
Nor is there anything we can do to change 
this tendency. Not many years ago we 
conceived the brilliant idea that writing cer- 
tain promissory notes backward and calling 
them “trade acceptances” would increase the 
volume of our liquid loans. This theory was 
assiduously preached and many people be- 
lieved it. From the standpoint of our pres- 
ent knowledge it is rather difficult to under- 
stand how anyone could have assumed that 
merely changing the printed form of a 
credit instrument would change its basic 
character. Nothing that we bankers can 
do can have any effect upon the character 
of the loans the country needs so far as 
liquidity is concerned. 


A Change Needed 


i» view of this development and this tend- 

ency, it is clear that ultimately banks 
must either suffer a relative decrease in the 
volume of business they handle or else make 
some radical change in their practices. It 
is this that has added to the satisfaction 
which our own bank has felt in operating 
the department I have described. We have 
stepped openly into the slow credit field. 
It is our belief that this field, already many 
times as large as the quick credit one, will 
continue to grow relatively larger. Meet- 
ing building and loan competition is impor- 
tant. But keeping step with the times is 
even more vital. 

I do not claim that our experiment is the 
one and only just right answer. Only a long 
experience would justify such a claim. But 
I do affirm that unless banks, generally, 
resort to something of this kind they will 
ultimately lose their supremacy as the lead- 
ers in credit matters. 
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newest and most efficient 
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The Diary of a Country Banker 


(Continued from page 81) 


in my interview that a banker had to run 
away before the banking department could 
find out he was a crook. I understand that 
this remark was really offensive to the “pow- 
ers that be,” but it is nevertheless an un- 
fortunate truth, as we have had several cases 
of a similar character happen in the state 
and, since the banking department is em- 
powered under the law to license bankers 
and to take away their license for cause, 
there appears to be no legitimate excuse for 
crooked bankers continuing in business. 
The governor and the banking depart- 


ment chafe, of course, under criticisms of 
this character because they no doubt are 
doing the best they can with the machinery 
they have, but their machinery is poor be- 
cause of their own fault. It has heretofore 
been impossible to convince them that 
amendments to our banking laws taking the 
banking department out of politics are nec- 
essary. There isn’t anything in the world 
a public official hates to give up more than 
the power of appointment. He fancies that 
by having many subordinates dependent upon 
him in office he will be able to perpetuate 
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The Marine Knows 
Buffalo 


Of the 350 Buffalo 
factories employing 40 
or more persons, 185 


bank with The Marine. 


m™ MARINE 
TRUST GOMPANY 


OF BUFFALO 


Resources more than $200,000,000 


his reign regardless of whether it is in the 
interests of good government or not. We 
have never had an example, in this state 
at least, of a governor that was willing 
to give up any of his power in the interests 
of good government. We regret to irri- 
tate the department by pointing out these 
facts, but circumstances seem to warrant it. 
The removal of bank examiners for political 
reasons by every incoming governor is so 
stupid we marvel that intelligent men do 
not see the folly of it. 


APRIL 11 


E received another assessment today 
of $5,000 against the profits of this 
bank for the benefit of the guarantee fund 


to be used for the payment of depositors 
in banks that have failed, no matter for 
what cause. A tax like this makes a banker 
swzar when he knows that the failures are 
due to the incompetency of the banking de- 
partment and failure to act in time to save 
the loss. No bank should ever be allowed 
to reach the stage of failure. It is true, 
of course, that the great mass of failures 
that take place in the state are caused by 
a shrinkage in values of the last seven or 
eight years, but much of this loss could be 
prevented by a rigid system of bank ex- 
aminations that would prevent the banks 
from loading up with real estate mortgages 
and other more or less frozen paper that 


is not suitable for a commercial bank to 
carry. 


APRIL 12 
wo came today that the legislation 
we wanted to strengthen the banking 
act has failed. It is claimed by those 
urging our measures before the Legislature 
that bankers in the Legislature opposed the 
program, but as a matter of fact the pro. 
gram failed because the administration re- 
fused to support it on the ground that no 
new legislation was wanted or needed, that 
the bankers were opposed to it, etc. This 
was advanced in the face of the fact that 
700 banks out of the 900-odd banks in the 
state sent their delegates to sit in a large 
committee that proposed the remedial bills 
and recommended their passage to the Legis- 
lature unanimously. 

The committee sought to have: First, the 
banking department taken out of politics, so 
that its officials and examiners could be per- 
petuated in office long enough to familiarize 
themselves with their duties, and also to pre- 
vent their being removed for political rea- 
sons ; second, the committee sought to have an 
advisory commission of three or five bankers 
appointed to sit with the banking department 
official when new charters for banks are 
being considered. The representatives of 
the administration denied the right of bank- 
ers to sit in such a capacity regardless of 
the fact that the state had utilized the 
power to create banks without number and 
at its option, and had also taken upon itself 
the power of compelling the solvent banks 
of the state to pay the depositors of the 
insolvent banks resulting from the state’s 
inability to adequately supervise them. 


APRIL 14 
We do not wish to criticize our banker 
friends by referring to their mistakes, 
but it is necessary now and then to use 
their mistakes to point a moral. We had 
occasion to check over a chattel mortgage 
we had on a very large farm operator re- 
cently, and, in order to verify our own 
figures, we visited the bank yesterday where 
our client had previously been known to do 
business. We discovered that this bank had 
a note against our customer for $8,000, 
which was several years old. This note, 
we were informed, was partially secured by 
fifteen head of cattle in a feed yard. Later 
on we were informed by our customer that 
these cattle referred to had been sold two 
years previous, and there our friend, the 
banker, sat feeling perfectly secure in the 
$8,000 note that he held with the belief that 
he had some collateral back of it. Our trip 
to this bank was helpful to us in showing 
how easy it is for a bank to lose money. 
We have every chattel our client owns back 
of our notes. 


APRIL 15 

OHN SMITH, a young banker at Union 
Center, called on us yesterday and asked 
us to carry some $20,000 of his bills pay- 
able during the stock feeding season. We 
were very glad indeed to accommodate him. 
He is exceedingly efficient in the manner in 
which he handles his business, but we made 
a discovery in our conversation with him 
that rather shocked us. He has a small 
bank of $25,000 capital and $10,000 surplus. 
He told us that he had paid 20 per cent divi- 
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dend annually to his stockholders during the 
past several years. Of course on a small 
capitalization we could see that he could 
earn $5,000 readily enough if he kept down 
all of his other expenses to a minimum. 

We took occasion, however, to advise him 
against the payment of such a dividend. 
We advised him to lay by a surplus from 
year to year that would prevent him the 
embarrassment of ever being called upon 
by the banking department to make an as- 
sessment against his stockholders to cover 
an impairment of capital. A stockholder 
eats up 20 per cent dividends with a relish, 
but an assessment gags him most to death. 
It would be a perfectly easy matter for 
this bank to lose 20 per cent on some single 
customer in the course of its comparatively 
large operations. No bank should ever pay 
more than a nominal dividend of 8 per cent 
until its surplus at least equals its capital, 
and then even a larger dividend should be 
paid only after most careful consideration 
of the possibilities of unseen losses. 


APRIL 16 


The bank examiners were here this week 
—two of them—and they spent three days 
examining our bank. It was the most 
rigid examination we ever had. It pleased 
us very much, and we took occasion to 
write the banking department a very com- 
plimentary letter upon the thoroughness of 
the examination. We have been a severe 
critic of the banking department, which no 
doubt accounted for the sort of examina- 
tion that we received. 

It has been the rule of the officers of 
this bank to inform the examiners, when 
they appear, that we are anxious to have 
them ascertain all of the facts concerning 
the management of the bank and _ subject 
them to the closest scrutiny and criticism; 
that the officers of the bank were more 
anxious than anyone—a thousand times 
more anxious than the banking department 
could possibly be—to know <all of the facts 
in regard to the bank and to know all of 
the practices that are subject to criticism 
in order that we may examine them and 
correct them. 

It is rather a strange attitude that some 
bankers take in placing themselves on the 
defensive when examiners appear. We be- 
come an ally of our examiners immediately 
and we run down errors and bad practices 
with a persistence and a faithfulness that 
rather astonishes the examiners themselves, 
because they are so accustomed to having 
the contrary attitude shown toward them. 


APRIL 18 


HE governor called a conference of 

some twenty-five or thirty bankers at 
his office recently to consider ways and 
means of improving the conditions confront- 
ing the administration of the guaranty of 
deposit law. The pressing need of the hour 
was to float a million or so receivers cer- 
tificates for the payment of depositors in 
banks that have already been liquidated or 
were to be liquidated as soon as the funds 
were available. By this process we are 
able to pay off depositors a year sooner than 
if they waited for the regular assessments 
that are made semi-annually. After vari- 
ous expressions of opinion as to the man- 
agement of the banking department and the 
numerous failures that had taken place as 
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se than 2,000 banks of the United 
States purchase these notes for prime, 


short-term investment. 


Checkings available in any financtal center 


and complete credit data on request. 


Industrial 
Acceptance 
Corporation 


FINANCD G STUDEBAKER 


DEALERS EXCLUSIVELY 


Collateral Trust: 
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(THE NATIONAL CITY BANK OF NEW YORK, TrusTEg) 
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Commercial Paper Offices 


NEW YORK 7 


SAN FRANCISCO 


a result of what some bankers thought was 
the incompetency of the banking.department 
to control the situation, the commissioner 
said that while discussion was profitable, 
no one had shown how the money was to 
be had for the purchase of these certificates. 
I reminded the commissioner that it would 
be perfectly easy to get the money if the 
banking department could restore the lost 
confidence among the bankers in the ability 
of his political machine to examine banks 
and keep them solvent; that the bankers 
would buy the certificates in reasonable 
quantities if he could assure them that he 
could drive the crooks and incompetents 
out of the banking business. There are just 
enough of them to keep us poor paying their 


losses. 
APRIL 19 


Yesterday I spent the day at my place 
in the woods, and I am going to spend 


CHICAGO ST, LOUIS 7 


MINNEAPOLIS 


DALLAS 


half of each day, during the summer at 
least, in the same way. Bankers, especially 
old bankers, had better find a little rec- 
reation on the side as they go along to 
keep them from getting the “sitting down” 
habit and becoming ossified both physically 
and mentally. 

I have a banker friend in a _ nearby 
town whom I often invited to join me, 
but he as often begs off upon the ground 
that he is too busy. To my personal knowl- 
edge, he has scarcely left his banking room 
in twenty-five years. He leads a regular 
“dog’s life,” so to speak, fetching and carry- 
ing Tom, Dick and Harry, who never pay 
him for it; running errands; waiting on 
people that do not require waiting on, but 
who accept it. He has grown as narrow 
as the limited world in which he lives, and 
as gray as Jupiter. 
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Why 


“Do You Carry 


Credit Insurance?” 


Leading Bankers Ask Their Customers 
A well-known bank of New York City writes: 


“No doubt you will be interested to learn 
that we arranged to incorporate into the forms 
used for securing financial statements this 
query: Are your accounts covered by credit 
insurance?” 


Many other banks, in all parts of the country. 
tell us the same thing. They quickly see the 
value, to themselves and to the Manufacturers 
and Wholesalers who are their patrons, of hav- 
ing the latters’ book accounts protected against 
abnormal and unforeseen bad debt losses. And 
American Credit Insurance has been providing 


such protection for 33 years. 


The AMERICAN 


CrREDIT~ INDEMNITY Co. 


OF NEW YORK 


J. F.M*° FADDEN, presipent 


Offices in Ali Leading Cities 
New York, St. Louis, Chicago, Cleveland, Boston, 
San Francisco, Philadelphia, Baltimore, 
Detroit, Atlanta, Milwaukee, Etc. 
In Canada: Toronto, Montreal, Etc. 


The Debt Paying 


(Continued from page 108) 


ing that there was little to do, found them- 
selves without employment except in small 
numbers on farms where the reaper and 
binder is yet used. The operation of har- 
vesting formerly cost the grower twenty to 
thirty cents a bushel; now it can be done 
completely for ten cents a bushel. 


F we do a little intensive figuring on 

the cost of saving in labor in the wheat 
belt, a basis might be taken of 40,000 har- 
vest hands at $4 a day for three weeks. 
This is perhaps an underestimate, but it 
will do. Here is over $2,500,000 in actual 
cash paid out for itinerant labor, not count- 


ing that which is used at home—and every 
available laborer is always employed dur- 
ing harvest. The yield estimate for the 
four premier wheat states of the Middle 
West is approximately 225,000,000 bushels. 
If a saving of fifteen cents a bushel can 
be made on expense of harvest, it means 
for these four states $3,333,000. These fig- 
ures are, of course, only estimates, but they 
are indicative of the change that is going 
on in producing for the wheat raiser a 
larger income from his year’s labor. 

Here is a definite addition to his debt- 
paying power. It increases the percentage 
that can be set aside for the lessening of 
the burden of obligations which have been 
hanging over the farmer and hampering the 
rural banks for five years. The long strug- 


gle to deflate the note case and the constant 
effort to induce a lessening of requests for 
loans and for longer time on loans already 
existing ought to receive from this source 
a distinct helpfulness. The farmer-borrower 
has not willingly failed to meet his note 
when due—he has had no funds with which 
to lessen the principal debt. Not until he 
does have this resource, until he is able 
to reduce his overhead expense to a point 
where he can see a profit—or what amounts 
to the same thing, have a surplus after 
paying his necessary costs—can there be a 
marked reduction in the claims the rural 
banks are holding against their customers, 

The rural bank is taking fewer chances 
these days than formerly on the possibility 
of the crop being sold without having the 
bank protected. When a bank is over- 
loaned the bank departments demand that 
there be collection from the crop income 
even if that makes the farmer sell his wheat 
sooner than he desires. Similarly with corn 
and other products that have come to 
maturity. 


When a Bank Is Overloaned 


66 HEN a bank is overloaned,” said 
one bank commissioner, “we require 
that the loans be reduced as soon as possi- 
ble. But the farmer is not singled out. 
The tightening up also hits the automobile 
dealer, merchant and any other borrower. 
And I do not hesitate to say that a farmer 
who speculates on borrowed money by hold- 
ing his wheat stands a greater chance to 
lose than to gain. What little advanced 
price he may receive will not offset his 
interest, insurance, and other charges.” 
The failure to reduce debts has attracted 
the attention of the mortgage agencies. The 
vice-president of the Federal Land Bank at 
Wichita, Kan., which serves entirely an 
agricultural section where wheat production 
is a leading industry, says too many farm- 
ers mortgage their property and spend farm 
capital to supplement farm income to cover 
expenditures. “One trouble of the wheat 
farmer,” he declares, “is that with modern 
machinery he works two months of the year 
and rests the other ten. With no other 
business would this be possible and return 
a profit. It requires more than 13 per cent 
of Iowa’s total annual crop production to 
pay interest on farm mortgages. The corre- 
sponding figure in Kansas is 4.5 per cent.” 


The Farmer’s Tax Burden 


HE farmer’s tax burden is also stressed 

as one of the absorbents of the crop 
income. “An examination of the bearing 
of the tax situation on seventeen applications 
for loans from the Federal Land Bank of 
Wichita, handled in the course of a day’s 
work recently, showed some astonishing 
things. The average tax on these seven- 
teen farms amounted to 5 per cent on an 
amount equal to 40 per cent of their value 
as fixed by Federal appraisers. The low- 
est taxes were equal to interest at 5 per 
cent on a mortgage amounting to 18 per 
cent of the appraised value of the land. 
The highest taxes were the same as inter- 
est on 67 per cent of the appraised value. 
These fixed charges must be paid from the 
proceeds of production. When a borrower 
from the Federal Land Bank does not -pay 
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Has Your Bank This Security? 
3 Point Protection 


HE highest measure of vault safety (and nothing 
less should satisfy the banker today) can be obtained 
only with 3-Point Protection—resistance to (1) cutting 
flame, (2) drill, (3) explosives. 
3-Point Protection stands guard in the famous vault 
of The Federal Reserve Bank of New York, The Bank 
of England, The Royal Bank of Canada at Montreal, 
Mitsui Bank of Tokio, Japan—and scores of other in- 
stitutions where protection comes first. 
May we send you certified indorsements of Bankers 


(perhaps some men you know) and Booklet No. 20? 
Address any Steelcrete office. 


The Consolidated Expanded Metal Companies 


Steelcrete Building 


Branches: Atlanta 


Boston Philadelphia 


the taxes assessed against the land, the bank 
must pay the taxes to protect its investment. 

“The tendency of the farmer,” went on 
the official, “is to mortgage the unearned 
increment, the increasing value of the land. 
The farmer may be paying 5 per cent on 
a mortgage on half the land’s value and 
then he may be paying taxes that are 5 per 
cent on 40 to 50 per cent of the land’s 
value, so that he is in effect paying at least 
5 per cent on the full value and must earn 
this before he can meet any payment on 
the principal. The next job is to reduce 
the principal. The purpose of the land banks 
is not to increase facilities by which farm- 
ers can increase their indebtedness, but to 
help them work their way out of debt. In 
general, however, I am sorry to say it is 
not working out as we hoped it would. Too 
often farmers wish to limit their borrow- 
ing only by their ability to carry the load. 
If interest rates are reduced, they feel that 
they should borrow more money.” 

All of which checks back to the debt- 
paying power of the producer, his ability 
to have left at the end of the year some- 
thing with which they can reduce his obli- 
gations. According to the official quoted 
above, “Kansas has with a fertile soil and 
low taxation increased its farm mortgage 
indebtedness $350,000,000 in fifty years. 
How can the proceeds of production on a 
decreasingly fertile soil, after paying in- 
creased taxation and increased aggregate 
interest charges, be expected to provide a 
comfortable living for the producer and re- 
duce the principal debt ?” 

The solution as seen by the country 
bankers of the farm country lies in two 


Cleveland 


Wheeling, W. Va. 


Pittsburgh 
Chicago 


New York 
Buffalo 


factors. One of them is in lessened ex- 
pense of operation through power farming, 
having the effect of increasing the net re- 
turn from crops; the other is in adding to 
the farm diversification that will make of it 
a twelve-month factory rather than a two- 
month gamble. Statistics that show thou- 
sands of farms without a cow and other 
thousands without poultry make a rather 
discouraging commentary on the efficiency 
of a vast number of farmers. It indicates 
a greater inclination to “get by” with the 
least possible effort than to strive to reduce 
debts and so return to a stable financial 
status. The farmer who instead of feed- 
ing his harvest hands on the farm loaded 
them into a car at noon and evening and 
gave them their meals at a café in town 
avoided much housework, but he did not 
make a hit with the banker who was hold- 
ing his note. 

One western bank kept a careful record 
of what happened to $150,000 of wheat 
money deposited by its customers. It found 
that it was split three ways: First, and by 
far the larger percentage, went “to De- 
troit”; next for combines, many of which 
he considered an unnecessary expense be- 
cause of the small acreage the producer 
needed to harvest; and last, in a few cases, 
for the purchase of farms. Only a minor 
portion went to reduce debts—and this was 
usually because the banker or the imple- 
ment man camped on the farm as the wheat 
came from the machine and demanded a 
reduction of claims. Records of chattel 
mortgages “on growing wheat” always tell 
a story of a method of farming that is 
skirting close to the edge of financial disaster. 


/ 


CREDIT MANAGERS 


| Seng us show you how the 
Lawrence System of Field 
Warehousing will protect your 
loans to manufacturers by en- 
abling you to get title to any 
marketable merchandise they 
may have without removing it 
from their plants. 


Send to our nearest office for the booklet 


JAWRENCE WAREHOUSE 
(MPANY. 


A. T. GIBSON, PRESIDENT 
37 Drumm Street 29 So. La Salle Street 
SAN FRANCISCO CHICAGO 
Dexter-Horton Bldg. W. P. Buildi 
SEATTLE LOS 'GELES 
Gibson Terminal 
OAKLAND 
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—glowing distinctiveness 


49 Dt } & 
GRAN! 


The mark of the perfect desk cal- 
endar—for 
Calendars are unlike any other. 


Etch-Art Metal Desk 


Ten thousand of these distinctive 
calendars, as illustrated, will work for 
years for the Grand Rapid Savings 
Bank, creating more good-will at less 


able. 


prices. 


Established 


cost than any other method obtain- 


We will gladly furnish samples and 


Besides, there’s a varied line of Desk and Wall 
Calendars, Desk Specialties, Key Chains and Tags. 


ALLENTOWN, 


A Complete Banking Service 
The Midland Bank offers exceptional facilities for the transaction 


of banking business of every description. 


Together with its 


affiliations it operates nearly 2400 branches in Great Britain 

and Northern Ireland, and has agents and correspondents in 

all parts of the world. The Bank has Offices in the Atlantic 

Liners Aguitania, Berengaria and Mauretania, and a foreign 

branch office at 196 Piccadilly, London, specially equipped for 
the use and convenience of visitors in London. 


MIDLAND 


BANK 


LIMITED 
HEAD OFFICE : 5 THREADNEEDLE STREET, LONDON, E.C.2 


Affiliated Banks: Belfast Banking 
Clydesdale Bank Ltd., and North of Scotland 


Co.. Ltd., Northern Ireland; The 


Bank Ltd., Scotland. 


Current plans for farm relief, now that 
price-fixing under whatever guise presented, 
has been sent to the background, center on 
cooperative marketing. They have to do 
with schemes for uniting the half score of 
cooperative organizations now handling a 
small portion of the total output of wheat 
into one great corporation, or action by the 
government which will induce the majority 
of the producers to use a single marketing 
organization operated by themselves. In 
either instance the end sought is to give a 
higher price for wheat and so enable the 
wheat raiser to obtain a larger percentage 
for debt paying. Whether any of these 
plans can be put in operation is uncertain— 
the chances are that for several years we 


shall see little change in the handling of 
the products of the wheat belt, with what- 
ever improvement is manifest in cheaper 
methods of production and hence a lessened 
overhead expense. 


Many Banks Will be Benefited 


ANY country banks of the wheat belt 

will this year be benefited, but the 
location of these fortunate will be varied. 
The wheat production is, in the parlance 
of the western farmer, “spotted.” Over 
3,000,000 acres of sown grain was aban- 
doned; other millions of acres will scarcely 
pay for the harvesting; in some sections 
there will be a handsome profit on the year’s 
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labor. This condition is not unusual. Wheat 
prosperity is seldom general; to a great 
degree it is badly distributed between 
plenty that calls for heaping the grain on 
the open ground because railways cannot 
move it as rapidly as it is marketed, and a 
scarcity that sends a chill of discouragement 
down the spine of the farmer wii has 
staked his whole year’s work on the out. 
come of the autumn’s planting. 

Perhaps we eventually shall com: to a 
system of production that will make a posi- 
tive debt-paying power over all the wheat 
belt. But the experience of the past has 
been that where that crop alone has been 
the dependence, take it one year with an- 
other, and considering all the various ele- 
ments of chance and of expense, liquidation 
of debts has been local and not general, 
Striking reports are given of marvelous 
floods of wealth that has rescued banks 
from threatened collapse—but the following 
year may have plunged the creditors into 
almost as deep water. 

Establishment of a profitable production 
is possible through decreased overhead ex- 
pense, better methods of tillage through 
power farming, with diversified farm opera- 
tion to utilize the idle months, and it is in 
this direction that the financial interests of 
the wheat belt look for future betterment, 


Convention Calendar 


STATE 


DATE ASSOCIATIONS PLACE 
Aug. 26-27 
Sept. 1 

Sept. 21-22 
Oct. 13-14 
Oct. 19-20 


Oct. 20-22 


Thermopolis 
Rehoboth 
Indianapolis 
Flagstaff 
Omaha 
Deming 


Wyoming 
Delaware 
Indiana 
Arizona 
Nebraska 
New Mexico 


OTHER 


ASSOCIATIONS 
American Bankers Asso- 
ciation Houston, Tex. 
Investment Bankers 
Association Seattle, Wash. 


DATE PLACE 


Oct. 24-29 


Trust Company Diviston REGIONAL 
CONFERENCE 


Aug. 11-13 Pacific Coast and 
Rocky Mountain States 
Portland, Ore. 


Good Investments 
(Continued from page 102) 


duction of improved methods of adminis- 
tration, the system wil in the future be able 
substantially to surpass the very creditable 
record attained during. the ten years of its 
existence.” 

These bonds have a ready market among 
specialists in Land Bank bonds. 

These two classes of investments—mu- 
nicipal and Federal Land Bank bonds—are 
not suggested as substitutes for United 
States government securities, but rather as 
a further backlog of prime obligations for 
banks already holding a reasonable amount 
of Treasury issues. 
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Profits in Milling 


(Continued from page 111) 


286 hp. Expressed in another way, the 
average worker increased his output from 
$6,910 in 1923 to $7,900 in 1925. His wages 
increased from $1,320 annually to $1,370. 
From the data showing amounts and value 
of materials used, the following table has 
been calculated on a percentage basis. It is 
worth noting, for example, that value of all 
flour used is only about 55 per cent of total 
material cost. As the latter is only approxi- 
mately one-half the value of finished goods 
(the balance being made up of wages, sal- 
aries, rent, depreciation, taxes, insurance, 
advertising, interest and profit on invest- 
ment), this makes flour cost only one-fourth 
of the total and explains why the price of 
bread may not respond quickly to fluctua- 


tions in flour prices. 
Per 
Wheat flour 51 
Rye flour 
Other flour 


Condensed milk 
Powdered milk 
Fluid milk 
Malt extract 
All others 


Total materials 


The Wards were the pioneers in the tech- 
nical development of baking upon which 
subsequent combinations have been built, al- 
though the General Baking group led the 
way to large scale operations. 


The History of Baking 


AKING as an industry was born on 

Broome Street, New York, in 1849 
when Hugh Ward opened a little bakery. 
He had served three years as apprentice to 
a baker in Ireland and had come to Amer- 
ica to seek his fortune in the trade. Even 
in those days, when bread was baked in 
dank cellars and machinery was undreamed 
of, his mind was set on improvements. 

Three years after he started in business 
a son was born to him, Robert B. Ward. 
Robert followed his father’s trade and had 
the same questioning mind. He worked in 
the Broome Street shop till he was twenty- 
one and then went to Pittsburgh and set up 
for himself. 

The business, under the name of Ward 
Baking Company, grew and expanded by 
the establishment of plants in other cities. 
New subsidiaries were incorporated in vari- 
ous states and were consolidated in 1912 into 
the Ward Baking Co. of New York. In 
December, 1923, the company was reincor- 
porated in Maryland as the Ward Baking 
Corporation. 

It now operates twenty-one large and 
modern bakeries in Brooklyn and the Bronx, 
New York; Philadelphia, Newark, Provi- 
dence, Cambridge, Baltimore, Columbus, 
Cleveland, Youngstown, Pittsburgh, Chicago, 
Syracuse, Detroit, Birmingham, Jackson- 
ville and South Bend. Its huge traveling 
ovens have a combined capacity of over 
2,000,000 pounds of bread daily, in addition 
to over 900,000 cakes. 

The company reported for the year 1926 
a net profit after all charges of $4,476,508. 
Its capital stock is $31,888,700 (represented 


Visiting Bankers- 


WE WELCOME YOU TO TEXAS 


This bank extends a cordial invitation to all visitors 
and members of the American Bankers Association to 
the Fifty-third Annual Convention to be held in 
Houston, Texas, October 24-27. We would also like 
to have your tickets read, “STOP OVER in ‘FORT 
WORTH,’ the gateway to the oil fields,” and be our 


guests on your return home. 


Founded in 1873, one year before the organization 
of the first Annual Convention of the American 
Bankers Association, this institution has grown 
with the great progress of Texas. 


Resources Over $36,000,000.00 


Commercial—Savings-—Trust 


National Bank 


MAIN AT SEVENTH a 


FORT WORTH, TEXAS 
UNITED STATES DEPOSITARY 


Do you mail them out? 


If your checks are not written as shown above 
they are a constant danger to you. 


The Safe-Guard Check Writer protects both 
payee name and amount line in one operation be- 
fore you sign your checks. 


Descriptive literature upon request. 


The Safe Guard Check Writer Corporation 
5 Beekman Street NEW YORK CITY 


_Dangerous Checks! 
Me 
| 
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SHORT TERM INVESTMENTS FOR BANKS 


Our short» term obligations have 
been. purchased by more than five 
thousand banks in thes United States. 


GENERAL MOTORS 
ACCEPTANCE CORPORATION 


Executive Office » 250 WEST 57™ STREET + New York City 
Capital, Surplus & Undivided 


Profits 


$36, 428,000.00 


WE underwrite and distribute Public 
Utility, Industrial and Municipal Bonds. 


Special service to Banks in bonds 
for investment or re-sale. 


Full details on request. 


A.C.ALLYN*» COMPANY 


Incorporated 


67 West. Monroe St. 


New York Boston 
St. Louis Milwaukee 


by 318,887 shares 7 per cent preferred, 86,- 
275 shares Class A common and 500,000 
shares Class B common), and an earned 
surplus at the beginning of the year of 
$3,993,921, making total invested capital of 
$35,882,621. 

The above profits were at the rate of 
12.5 per cent return on the investment, which 
is probably no more than would be expected 
for the oldest and one of the most success- 
ful concerns in the industry. 

So far this year, earnings for the first 
quarter ran slightly behind a year ago, due 
no doubt in part to the expenses of get- 
ting enlarged plants in operation, while the 
second quarter ran slightly ahead. For the 
twenty-eight weeks ended July 9, 1927, the 


CHICAGO Phone Randolph 6340 


Philadelphia Detroit 
Minneapolis San Francisco 


net profits were $2,105,337 as compared with 
$2,150,438 in the corresponding period last 
year. 

The preferred stock paying 7 per cent is 
selling around 90, the Class A paying $8 
around 105, and the Class B paying nothing 
around $25. All are listed on the New York 
Stock Exchange. 


Continental a Leader 


company having the largest profits 
last year was Continental Baking Cor- 
poration, which reported a net of $6,682,986. 

Continental was incorporated in Maryland 
in November, 1924, and began to carry out 
a program of covering the country with a 
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chain of modern bakeries. It absorbed a 
number of prominent companies, some of 
which in turn represented a previous con- 
solidation of others, the most important of 
which was the United Bakeries Corporation, 
It also absorbed Northern Bakeries, Ltd., 
of Canada. The Continental now owns or 
controls 106 bakeries in eighty dif‘erent 
cities and towns, from New York to Port- 
land, Ore., and from Montreal, Canaca, to 
El Paso, Tex. 

Capital set-up is similar to Ward and 
consists of $51,882,800 stock (represented 
by 518,828 shares 8 per cent preferred, 291,- 
808 shares Class A common and 2,000,000 
shares Class B common), minority stock- 
holders’ interest in subsidiary companies 
$1,793,093, capital surplus $2,503,000 and 
earned surplus at the beginning of 1926 of 
$3,123,391, making a total invested capital 
of $59,302,284. The above profit would give 
a return of 11.3 per cent. 

The preferred is selling currently around 
88, the Class A paying $4 (reduced from $8 
this year) around 43 and the Class B pay- 
ing nothing around 5. It will be seen that 
the preferred gives a yield of over 9 per 
cent, and the Class A the same. While the 
Class A earned $17.26 per share in 19235, 
this dropped to $8.41 in 1926, and for the 
twenty-five weeks ended June 27, 1927, 
amounted to only $1.85. 

As a result the stock, which sold (on 
the New York Curb) in 1925 as high as 144, 
was down to 68 at the beginning of the cur- 
rent year, reached a low of 33% on April 30 
from which it is up 10 points. The Class B 
is, of course, purely speculative, and because 
of the large number of shares outstanding, 
earnings would have to increase greatly to 
give it any investment value. 


Another of the Giants 


HE third member of this trio of indus- 

trial giants is General Baking Company. 
It was formed in 1911 as a consolidation 
of twenty progressive and for the most part 
non-competing concerns. The management 
was a leader in the application of machinery 
and system on a large scale—factory meth- 
ods of handling materials, mechanical mix- 
ers, traveling ovens, wrapping machines and 
the like. 

Remarkable growth in volume of sales 
and earnings marked the company’s affairs, 
and the record of profits over the last few 
years is particularly impressive. In 1921 
it made $2,182,000 net, $4,701,000 in 1922, 
$5,526,000 in 1923, $5,276,000 in 1924, 
$6,616,000 in 1925 and $6,231,472 last year. 
In the fall of 1925 the business of General 
Baking Company was taken over by a new 
corporation, General Baking Corporation of 
Maryland. 

The company now has forty-two plants in 
31 leading cities. Its capitalization is simi- 
lar to Ward and Continental, and consists 
of $9,077,500 in 8 per cent preferred, com- 
mon stock and capital surplus $16,317,236 
(represented by 992,980 shares Class A and 
2,975,686 shares Class B), earned surplus 
at the beginning of last year of $885,815 
and minority interest $14,815, making total 
invested capital of $26,295,366. 

The 1926 profits given above would mean 
a return of 23.7 per cent on this investment. 
While this figure is much higher than its 
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two chief competitors, the company has al- 
ways been noted for its progressive methods, 
and its nationally advertised “Bond Bread” 
has been a tremendous success. Further- 
more, some bankers express the opinion that 
it is capitalized unusually _ conservatively, 
that is, the “capital surplus” created through 
mergers, recapitalizations, etc., has not been 
written up as much as might be warranted. 

General preferred stock is selling around 
130 (New York Stock Exchange), giving 
a yield of slightly over 6 per cent. The 
Class A paying $5 and Class B paying noth- 
ing are selling around 68 and 7.respectively 
(New York Curb). Earnings for the 
twenty-seven weeks ended July 2, 1927, were 
$3,871,971 as compared with $2,863,359 for 
the corresponding period last year. 


A Strong Contender 


STRONG fourth in the race for su- 

premacy in the industry is Purity 
Bakeries Corporation, which was incorpo- 
rated in December, 1924, and has since 
acquired the majority stock of the Purity 
Baking Company, Tri-State Baking Com- 
pany, Inc., Williams Baking Company, Wer- 
nig Baking Company, Banner Grocer Baking 
Company, Grocers Baking Company, Naf- 
ziger Baking Company, Winkleman Baking 
Company and Grennan Bakeries, Inc. 

It now has under its control thirty-five 
plants located in twenty-six cities, princi- 
pally in the Middle-West. 

Net profit last year of $2,483,584 showed 
a big gain over 1925. The capital consists 
of $5,492,525 in 7 per cent preferred stock, 
$4,124,775 Class A $25-par and 210,826 
shares Class B no-par carried at $8,548,306, 
and a minority stockholders interest in sub- 
sidiary companies of $363,673, making a 
total invested capital of $18,529,280. The 
above profit would be at the rate of 13.4 
per cent return on this investment. 

For the twenty-eight weeks ended July 16, 
1927, net profit was $1,504,410, comparing 
with $1,177,163 for the corresponding period 
last year. 


Prosperous Cracker Business 


HE manufacture of crackers and bis- 

cuits is different in a number of respects 
from that of bread and rolls. The cracker 
and biscuit business makes up approximately 
one-sixth of the entire baking industry based 
on value of product, but it is organized to 
produce a very large output from a small 
number of individual plants. Whereas the 
average annual production of all companies 
baking bread and rolls is around $50,000, 


that of the concerns making biscuits and 


crackers is $1,250,000. 

Combination in the biscuit-making indus- 
try preceded combination in the bread- 
baking industry. The National Biscuit Com- 
pany, formed in 1898 in the great era of 
trust formations, brought under single con- 
trol a majority of the American manufac- 
turers of biscuits and crackers, and even 
now is reputed to produce more than half 
the output of these and related lines in the 
whole country. It operates fifty plants lo- 
cated in all sections of the country. 

This company has a remarkable record 
of more than a quarter century of stable 
earnings and consistent growth. It is doubt- 
ful if any other large corporation can be 
found whose earnings have displayed as 
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Bonds 


Municipal Bonds 


Safety of Principal 
All Maturities 
All Denominations 


Tax Exemption 


4% to 6.00% 


Write for offerings 
and Bank discounts. 


Incorporated 1910 
MUNICIPAL BONDS 
39 South La Salle St., Chicago 
New York Detroit Philadelphia St. Louis 


— 


uniform a rate of increase year after year. 
Net profits were $11,025,000 in 1922, $12,- 
093,000 in 1923 (gain of 9.7 per cent over 
previous year), $12,882,000 in 1924 (gain 
of 6.5 per cent), $13,582,000 in 1925 (gain 
5.4 per cent), $14,674,162 in 1926 (gain 8.8 
per cent), and $8,080,985 in the first six 
months of 1927 (gain 13.1 per cent). 

Capital structure consists of $24,804,500 
in 7 per cent preferred and $51,163,000 com- 
mon $25 par, while surplus at the begin- 
ning of last year was $18,110,998, making 
a total invested capital of $94,078,498. The 
net profits for the year 1926 given above 
would represent on this figure a return of 
15.6 per cent. 

Stockholders have been rewarded with 
substantial regular cash dividends and gen- 
erous extra distributions. Present rate is 
$5 annually. In 1922, four common shares 
of $25 par were given in exchange for one 
of the old $100 par formerly outstanding, 
and shortly afterward a 75 per cent stock 
dividend of three additional shares was de- 
clared. 

After this split-up the common stock 
could be purchased at $30 per share; on 
Aug. 1, 1927, it sold at $133. The preferred 
is quoted around 137. These high prices and 
the resulting yields of only 3.75 and 5.10 
per cent respectively testify as to the pre- 
mier ranking of these securities as invest- 
ments. 

The company has no bonded debt, and 
balance sheet presents a strong position, 
without including any value for good will 
and trade-marks such as “Uneeda,” “Na- 
bisco,” etc., which could not be duplicated 
for many millions. 
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Give 
Guaranteed Safety 
and Pay 6% 


Every Empire issue 
iscreated upon thisset 


of fixed standards: 


— Guaranteed by one 
or more strong surety 
companies. 


— Legal for trust funds. 


—Independently trus- 
teed by a large bank 
or trust company. 


— Secured by a closed 
first mortgage on in- 
come-earning real 
estate in leading 
American cities. 


— Yield 6%. 


Make these strict require- 
ments your own invest- 
ment standard. 


Empire Bond & Mortgage Corporation 
National City Building 
42nd Street at Madison Avenue, New York 


OLD 


Rare Coin Book, 65c. 700 Illustrations. 
Send 10c for coin collecting booklet. 


Guttag Bros. 


16 Exchange Place New York 


HARRIS TWEED 


DIRECT FROM THE 
Hand-Woven, High Class Material, an 
Aristocrat of Tweed for Golf and All 
rts Wear 
Price $2 per yard, postage paid 
Patterns free on request—stating shades desired 
WALL 330 Stornoway, Scotland 
SUIT-LENGTHS CUT TO ORDER 


al pire 

— 
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New 
TITLE AND MORTGAGE 
COMPANY 


Statement of 
June 30, 1927, shows 


Capital Funds 
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Loose Wiles Biscuit Company, which is 
second largest in this branch, although con- 
siderably smaller than National Biscuit, also 
has an enviable record of earnings. The net 
available for dividends was $821,000 in 1922, 
$914,000 in 1923, $1,177,000 in 1924, $1,413,- 
000 in 1925 and $1,662,825 in 1926. 

Capitalization at the end of 1926 consisted 
of $4,080,300 in first 7 per cent preferred, 
$1,995,000 second 7 per cent preferred, 
$8,000,000 common $25 par and surplus of 
$6,086,087, making a total invested capital 
of $20,161,387. On this figure the earnings 
last year would represent a return of 8.2 


— 


ranked by amount of net profits in 1926, 
were: Washburn Crosby Company with 
$1,436,000, Standard Milling Company with 
$1,242,000 (ten months), Pillsbury Flour 
Mills Company with $1,211,000, and Inter- 
national Milling Company with $995,\\00, 


All Are Not Prosperous 


N order that one may not form the errone- 
ous impression from seeing the millions 
in profits of such concerns as Ward, Con- 
tinental and General Baking, National Bis- 
cuit, Washburn Crosby and _ Pillsbury, 
Postum and Quaker Oats that all concerns 


$42,850,057 


as follows: 


Capital . . . . $15,000,000 
Surpius. . . . $20,000,000 
Undivided Profits $ 7,850,057 


Total. . . . $42,850,057 


This is the largest guaran- 
tee fund of its kind in the 
world. It assures protec- 
tion to all holders of the 
Company's policies and 
guaranteed mortgages. 


The two largest mortgage 
banks of Europe, regarded as 
among the safest of financial in- 
stitutions, have the following 


total Capital Funds, December: 


31, 1926, expressed in dollars 
at the current rate of exchange: 


Credit Foncier de 


per cent. 


Problems in Flour Milling 


HERE has been a tendency recently for 
baking companies to consolidate with 
flour mills. The latest merger of this kind 
was reported the first week of August, when 
the Maple Leaf Milling Company, of Can- 


in these lines are making equally large earn- 
ings, it is desirable to present the rest of 
the picture—the complete picture of cor- 
porate profits as presented in the report on 
Statistics of Income published each year by 
the Department of Internal Revenue. 
Following is a tabulation of the earnings 
of all corporations in the three groups, 


Corporation Earnings (After Taxes) 


Reporting Net Income 

Year Number Net Income 
Milling, flour, meal, feed, etc. 
1920 815 
1921 679 
1922 948 
1923 843 
1924 1,019 


Bread, bakery products and retail sale 

1920 730 $23,839,292 446 
1921 28,708,488 

1922 34,083,723 

1923 39,414,069 

1924 46,200,446 


Cereal preparations, etc. 

1920 $1,169.070 
1921 4,976.085 1,940,523 
1922 10,634,449 1,332,082 
1923 13,210,968 957.320 
1924 17,352,311 691,508 


_ Reporting No Net Income 
Number Deiicit 


$18,450,820 1,010 
18,280,907 1,053 
28,299.100 672° 
19,752.299 669 
33,996,913 477 


$43,153,109 
21,415,691 
12,677,594 
9,407,813 
6,454,488 


$3,516,491 
3,779,881 
3,876,235 
3,605,329 
3,993,972 


$1,859,044 


France, Paris $16,509,556.00 


Gemeinschaftsgruppe 
Deutscher Hypothe- 
kenbanken, Berlin 
(Association of Ger- 
man MortgageBanks) $16,074,190.00 


New 
TITLE anp MORTGAGE 


COMPANY 


Head Office: 
135 Broadway, New York City 


TITLE INSURANCE ANYWHERE IN 
THE UNITED STATES 


“Secure as the Bertrock of NewYork 


Steel-Strong 


Colored 
Tubular Coin Wrappers 
Heavy Weight—Best Quality 
in stock at all 


The C.L.DOWN EY CO. 


941-943 CLARK ST. 
CINCINNATI, OHIO. 


ada, was said to be planning to absorb 
Canada Bread and Canadian Bakeries, Ltd., 
in which it already has a controlling inter- 
est. The chief advantage of the consolida- 
tion, according to the dispatches, is the fact 
that it will stabilize the milling company’s 
position by guaranteeing a steady market 
for a considerable portion of its output. 

Flour milling is one of the country’s old- 
est, most essential and important industries. 
Like baking, there has been a strong tend- 
ency toward .concentration during recent 
years. In 1914 the Census report showed 
10,788 milling establishments, which have 
steadily decreased to only 4413 in 1925, a 
decline of 59.1 per cent over the eleven year 
period. 

During this time, however, value of prod- 
ucts gained from $877,679,709 to $1,298,- 
015,000, or 47.9 per cent. Expressed in 
terms of the average output per mill, the 
1914 product amounted to $81,500 and the 
1925 output to $293,000. 

Flour milling differs largely from its cus- 
tomer and associate, baking, in that cost 
of materials represents such a large propor- 
tion of value of finished product, about 86.8 
per cent, as contrasted with only 52.8 per 
cent for baking, while the value added by 
manufacture is correspondingly smaller. 

Rapid changes are taking place at the 
present time, and the admitted over-capacity 
in the country today causes it to be watched 
with interest on the part of bankers and 
others concerned with its financial affairs. 

The leading American milling companies, 


namely, milling, baking and cereals, over 
the last five years, the 1924 figures being 
the latest that are available. This shows 
the number of concerns reporting net in- 
come and their aggregate net income after 
deducting Federal taxes; also the number 
of concerns reporting no net income and 
their aggregate deficits. ; 

The above figures merit careful thought 
by credit men, investment bankers, persons 
who are intending to put new capital into 
these lines, also by some of the farm group, 
labor organizations or politicians who think 
that “big business” as represented by cor- 
porations engaged in manufacturing food- 
stuffs is universally successful. 

In the milling line, for example, dvring 
the years 1921 and 1922 there were more 
concerns operating at a loss than at a profit, 
and their aggregate deficits exceeded the 
aggregate income after taxes by $28,000,000. 
Over the five-year period, out of every 100 
concerns on the average, fifty-three oper- 
ated at a profit and forty-seven at a loss. 
For every $1,000,000 earned by the success- 
ful concerns, about $780,000 was lost by the 
unsuccessful companies. 

The baking line makes a much better 
showing, with a steady gain in earnings, 
but nevertheless a regular annual deficit 
exceeding $3,500,000. On a five-year aver- 
age basis, out of every 100 baking com- 
panies, sixty-two operated at a profit and 
thirty-eight at a loss. For every $1,000,000 
made by the successful concerns, $109,000 
was lost by unsuccessful companies. 
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The Convention 
(Continued from: page 100) 


presented its own comic strip, “The Andy 
George Bandit Detainer,” and a number of 
features. Photographs of virtually all of 
the delegations were reproduced and the 
story of the convention was told with the 
news camera, day by day. The paper was 
published and distributed by a well known 
adding machine company as a compliment 
to the junior bankers. 


REVITY was the keynote sounded by 

Paul B. Detwiler, the retiring president 
of the A. I. B. Asa presiding officer, he dis- 
patched the business of the convention in an 
impressive way. At the outset, he took a stand 
for brevity as a commendable convention 
precept by announcing that he was not go- 
ing to deliver his annual address but would 
publish it. He fixed a limit of one minute 
on the reports of the national committee 
chairmen and held the nominating speeches 
to three minutes. To make sure that the 
speakers knew when their time was up, a 
light was installed in the balcony of the 
auditorium that flashed its warning. 

He was particularly happy in his remarks 
as a presiding officer and handled the gavel 
with the ease and grace of a veteran par- 
lizmentarian. 


NY one who might have the notion 
that a convention of the American In- 
stitute of Banking would be composed 
chiefly of young bank clerks out on a junket 
to have a good time would speedily drop 
this idea if the Detroit convention may be 
regarded as a criterion. 

The average age of those in attendance 
was around 32 years. The spacious Mason- 
ic Temple, with a seating capacity for near- 
ly 5000 people, seemed to be more than half 
full at the general sessions of the conven- 
tion. There were several hundred people at 
some of the departmental conferences and 
the average attendance at the sessions was 
well above a hundred. It was indeed a 
working convention. 


6“ HAT do you get out of attending 
a convention?” was a question asked 
of a number of delegates. 

“Attending conventions has personalized 
America for me,” one said. “It has given 
me a personal acquaintance with one or 
more men working in banks in every size- 
able town in the country.” “Whenever I 
want to get the low-down on any matter, 
I can write to a personal friend and get the 
real facts that I want, instead of a guarded, 
formal response: They send new business 
to our bank because they know me. Listen- 
ing to the other fellow’s ideas keeps me 
from getting in a rut. There is a mental 
stimulus in hearing bank practices discussed 
and, seeing how other fellows have gone 
ahead by studying, these conventions have 
impressed the truth on my own inner con- 
sciousness that if I don’t progress it is my 
own fault. If attending Institute conven- 
tions has done nothing more, it has per- 
sonalized the country—and given me a per- 
sonal interest in almost any town you can 
name.” 

AX JTHER young man from a southern 
town had been sitting in a departmental 
ghee The same question was put to 

im. 


Allied Securities 
System 


A method by which related finan- 
cial lines of business, such as in- 
surance, building and loan, trust ser- 
vice, farm loans, real estate, abstracts, 
bonds and mortgages, are consoli- 
dated, grouped, and operated by one 
management under one roof. 


A system of financial 
department stores 
Each department feeds the others 


and each unit of the System feeds 
other units in other cities. 


Overhead 
Reduced Increased 


Does your city want a unit? Can 
you organize units for us? Would 
you like a position in such a unit? 


Profits 


Send for booklet 


ALLIED SECURITIES 
SERVICE CORPORATION 
132 North 12th Street 
Lincoln, Nebraska 


A Thousand Banks 
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Memo to 
Bond— 
Sailesrien 


You should equip 
yourself with Babson 
Institute Training in 
Bondsalesmanship — 
BECAUSE it will Jn- 
crease Your EARN- 
ING POWER. 


-.SEND FOR FACTS--£, 


C 107 


Babson Institute 
Babson Park, Mass. 
Send me—free—your booklet 
“Security Salesmanship — the 
Profession” and FACTS about 
your TRAINING for BOND 
SALESMEN. 


Name 


Address 


Find It Good 


VER $30,000,000, of 


the 


Shawmut Bank’s deposits is 
the money of other banks. This is 
evidence of the broad, speedy and 
thorough service we render. Let us 
adapt to your requirements in New 
England the aid which we give to 


nearly 1000 other banks. 


THE 


NATIONAL 


Shawmut Ban 


“While listening to the discussion of how 
banks can make installment loans on homes,” 
he said, “I got one idea that is worth more 
than the cost of my whole trip. When I 
get back home, I hope to persuade the presi- 
dent of our bank that we ought to start 
offering mortgage loans based on the prin- 
ciple of amortization. I'll carry back a num- 
ber of other ideas that I am confident will 


Boston, Mass. 


make our bank better able to serve its cus- 
tomers. This is my second convention—but 
it won’t be the last I’m pretty certain.” 
The responses of other junior bankers 
varied little from these, and, as such, they 
may throw some light on the cold statistical 
fact that the attendance at this convention 
—z2031—was the largest in the history of the 
Institute. A. 
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WHAT DO YOU THINK? 


«ts Being a more or less personal talk between the Epitor and the READER we 


HE imposition of a service charge 
on items returned may become a 
general practice. 

A handling charge of say fifty 
cents for each item returned because of in- 
sufficient funds is not imposed as a pen- 
alty but as compensation to the bank for 
the extra work entailed through the negli- 
gence of a depositor. The Cache Valley 
(Utah) Clearing House Association agreed 
upon this charge and put the agreement 
into effect last April. 

The Association adopted a simple notifi- 
cation form calling for the check number, 
date, the amount and the name of the payee, 
introduced with this terse announcement: 


“Your account has this day been charged 
fifty cents each for the below named checks 
drawn on us for handling charges because of 
the return thereof on account of not sufficient 
funds on deposit to provide for payment. 
Amount of Charge to Your Account $ - 


Upon the notice appears the following: 


U. S. Supreme Court Ruling— 


“A usage to allow customers to overdraw 
and have their checks and notes charged up 
without present funds in the bank, stripped of 
all technical disguise, the usage and practice, 
thus attempted to be sanctioned, is a usage 
and practice to misapply the funds of the 
bank; and to connive at the withdrawal of 
same, without any security, in favor of cer- 
tain privileged persons. Such a usage and 
practice is surely a manifest departure from 
the duty, both of the directors and cashier, 
and cannot receive any countenance in a court 
of justice. It could not be supported by any 
vote of the directors, however formal; and 
therefore, whenever done by the cashier, is at 
his own peril and upon the responsibility of 
himself and his sureties. It is anything but ‘well 
and truly executing his duties as cashier.’ ” 


\ 


— 


L. W. Hovey, Secretary of the Associa- 
tion says: 

“The Association considered at the time the 
charge was put into effect that it would go a 
long way toward eliminating so many returned 
items. The charge has now been in operation 
three months and we regret to say that the 
overdraft evil has not depreciated to any ex- 
tent. However, the charge has well compen- 
sated the bank for handling returned items 
and there is no question that the charge is a 
success and should be adopted by all the 
banks. Our experience in our own bank is that 
we have received very little complaint from 
any of our customers, and usually the com- 
plaints have come from customers whom we 
considered the bank could well get along with- 
out. Our bank cannot trace a loss of a cus- 
tomer to this charge and it has meant an in- 
crease of our earnings of several hundred dol- 
lars over a period of ninety days.” 


The Virtue of Brutal 
Frankness 


Heo” different would be the history of 
many a financial institution and of 
many a man connected with financial in- 
stitutions if when serious questions were 
up for decision, he actually told what he 
thought. 


The tendency to conform to general opin- 
ion, the desire to be diplomatic, the re- 
luctance to speak out bluntly, disagreeable 
facts, but nevertheless, facts which ought to 
be told, has sometimes been the beginning 
of trouble, which might have been avoided 
by brutal frankness. 

The successful banker often must be 
frank, for in no other way can he dis- 
charge the solemn obligation which rests 
upon him in safeguarding the bank’s capi- 
tal and its deposits. 

It is related of one of the most eminent 
of the old school of investment bankers 
that there came to his office one morning 
a man who had been successful in putting 
through to the final stage negotiations for 
a large underwriting, but on that morning 
of the final conference this negotiator’s 
name appeared in the newspapers in con- 
nection with a divorce case. 


> 


“Was that you mentioned in the news- 
papers this morning?” asked the banker. 

With a flush the visitor acknowledged 
that it was he. 

“Good morning!” blurted out the old 
school banker as he swung his chair around 
with his back to the visitor. 

The deal was off for the old banker’s 
confidence in the negotiator had been de- 
stroyed and he had no more time to waste 
on him. 


Beside the Public Library 


ITIES seeking more population and 

more industries usually enumerate such 
advantages as cheap sites for factories; good 
schools, churches, electric lights, parks, low 
taxes, railroad facilities and so on, but there 
is no particular distinction in these things 
for all places have them. 

Let some city arise and tell the world 
about its fully equipped laboratory avail- 
able for big business, and little business, too, 
and that city will no longer have to fall 
back on the worn out slogans so generally 
used and so vainly used in municipal adver- 
tising! 

Our learning has brought us to the reali- 
zation that just beyond are many wonderful 
things and that the discovery of these 
things will make possible new eras of 
service and new eras of profit. So we wonder 
if the time may not come when the logical 
companion of the public library may not be 
the public research laboratory? 


Where to Get Service 


N a recent issue. of the JOURNAL we 
offered to extend first aid to the banker 
who needed facts for “that speech” or some 
facts to help him to a decision for himself 
or a customer. To a number of bankers 
the offer was timely and welcome. 
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pleasures, 


“I have this day returned the material — 
sent to me on Denmark,” writes one (and ~ 
that is typical of others), “after gleaning ~ 
through for certain facts of interest. As ] 
wrote your Librarian I have learned where 
to get service and a lot of bankers have — 
always overlooked your good service.” if 

If you think we can help you, we will.” 
be glad to have a letter telling of your needs, | 
The AMERICAN BANKERS ASSOCIATION library — 
is pretty sure to have the material for 
which you are looking. 


“The Bank Routine—and 
Beyond” 


667 T seems to me that the Journat is 

getting better with every issue,” writes 
Robert E. Wait, Secretary, Arkansas Bank. 
ers Association, “and I am pleased to note ~ 
that more space is being devoted to edi- 
torial comment. A journal of this kind 
never seems to me to be performing its 
full duty unless it has an editorial expres- 
sion of its own. 

“But this letter is particularly to con- 
gratulate you and thank you for that won. ~ 
derful page, under the title, ‘The Bank © 
Routine and beyond.’ Personally I have © 
received great benefit from reading this.” 


Banks and Grocery Stores 


EN who are prone to fall back on | 

the truth that this is a free country 
often want to enjoy their freedom, their — 
adventures into business, and even their = 
with other people’s money, © 


Whoever wishes to establish a bank, is 
privileged to do it, when and where 
wants to, would be sound doctrine if no- 
one were concerned but the “free-country” 
man. But the state has a right to protect 
itself against too many experimenters im ~ 
banking for as Will C. Wood, State Super: — 
intendent of Banks in California, said im ~ 
a recent address, “One can establish a 
grocery store wherever he wishes to do 8% 
but one can not establish a bank in 

state unless he has the permission of 
Superintendent of Banks. When I came 
into office I questioned why the superin 
tendent was given that power. I found pet 
haps the best statement of the reasons i — 
a decision of the State Supreme Court to ~ 
the effect that an unnecessary bank in any 
community constitutes a public menace. — 

the case of the grocery store, if there is @ ~ 
failure the only persons to suffer are : 
proprietor himself and the’ wholesaler who A 
may have entrusted his goods to him. In 
the case of failure of a bank it is not only 
the banker who suffers, but also the stock: § 
holders and the depositors.” 
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